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THE GERMAN TRADE DRIVE IN SOUTH- 
EASTERN EUROPE! 


ALLAN G. B. FISHER 


IN broad outline the facts about German trading policy in 
South-Eastern Europe are now fairly well known. Countries 
with economies founded upon peasant agricultural and pastoral 
production found themselves a few years ago faced by the un- 
pleasant necessity of selling large export surpluses at ruinously 
low prices. Conveniently, as it seemed to them, Germany came 
forward at this juncture and offered to buy substantial fractions 
of the surplus at nominally high prices. Payment was forth- 
coming, however, only in the form of blocked marks, which could 
be used for purchases of German goods, but for no other pur- 
pose, so that in return for the goods exported to Germany, 
German goods of equivalent aggregate value had to be imported, 
and various complications and difficulties have arisen in arranging 
for these purchases. 

It is not difficult to believe that the receipt of high prices is 
gratifying to the peasant producer, and a simple-minded observer 
might well ask why other people who apparently feel no great 
eagerness to buy the products of the Balkan countries should 
make such a fuss when the Germans step into the breach. The 
answer to this question is twofold. In the first place, to assist 
the choice of goods to be imported from Germany, the German 
authorities, it is believed, frequently use devices which the 
exporters of other countries stigmatise as ‘‘ unfair ’’ competition. 
And secondly, and perhaps more important, the objective towards 
which the Germans are moving is widely believed to be not 
commercial or economic in the ordinary popular sense of those 
terms, but political. For political reasons Germany aims at as 
high a degree of autarky as possible, and finding that the harsh 
limitations of nature prevent her from satisfying every basic 
need within her own boundaries, stretches out to adjoining 
countries and aims at bringing them under control, so that she 
may be assured of adequate supplies of the things which natural 
limitations compel her to import, cereals, timber, copper ore, 

1 Address given at Chatham House on January 31st, 1939; Mr. Clement 
Jones, C.B., in the Chair. 
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iron ore, bauxite, livestock, oil, cotton, tobacco and so on, with- 
out having to rely upon the trading goodwill of countries which 
could more easily maintain an independent position in their 
political relations with Germany, and connections with whom 
might easily be interrupted in the event of war. If such political 
ambitions exist, they are clearly extremely important for the rest 
of the world, and apprehensions on this score have naturally 
been intensified by the events of the latter months of 1938. 
Already in March the Austrian Anschluss had been a warning 
to other States, and as Czechoslovakia had stood out still more 
clearly as an independent rallying-ground against German pene- 
tration, her collapse in October appeared on both strategic and 
economic grounds to open the way for a swifter and more 
thorough-going consolidation of German influence in the States 
which lay farther to the east or south. As a Belgrade govern- 
ment newspaper put it in October, the experience of Czecho- 
slovakia was “a cruel lesson for small nations,” a lesson whose 
content is well indicated by the observation made in the same 
month by a Roumanian paper, whose editor has since become 
Foreign Minister. ‘‘ Germany,” he said, “has her plans: have 
other countries their plans? If the other Powers have no plans, 
we must perforce go with Germany.” Both in the Balkans and 
elsewhere, the Balkan pilgrimage of Dr. Funk, which was reminis- 
cent of the journey made in 1936 by Dr. Schacht, his predecessor 
at the German Ministry of Economics, was therefore naturally 
interpreted as a logical consequence of Munich. 

It is no doubt natural enough that here in London, and no 
doubt in Berlin and Paris too, many people should think of the 
economic problems of South-Eastern Europe primarily in terms 
of the interests, whether rival or complementary, of the great 
Western Powers. Clearly, however, the correct starting-point 
must be the interests of the people of South-Eastern Europe 
themselves, and it was in the first instance from that point of 
view that I endeavoured to pursue my inquiries during a hurried 
visit to the Balkan countries and Hungary last December. It is 
interesting and important to determine whether German policy 
is “‘a good thing’ for Germany, or “a bad thing ”’ for Great 
Britain, but one must first determine whether it is “a good 


thing ”’ for South-Eastern Europe, or whether, on the contrary, 
Dr. Funk’s claim, made in Ankara on October 6th, was justified 
that the new German methods of economic co-operation would 
bring peace, prosperity and happiness to Germany’s partners. 
It is scarcely conceivable that German pressure could be success- 
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fully applied over a long period unless the other parties to the 
transaction believed themselves also to be enjoying some sub- 
stantial benefits. Even if the Germans do not exactly ‘“ deliver 
the goods,” they must deliver some goods if Balkan trade is to 
continue. On the other hand, such benefits as arise from Ger- 
man trade should not be overstated. If it were true, as simple- 
minded analyses of German trade policy sometimes suggest, that 
other countries had a legitimate grievance because the Germans 
persisted in buying Balkan imports dear and selling their own 
exports cheap, it would scarcely be reasonable to expect any 
vigorous assistance from the Balkan countries themselves in 
cutting loose from a bondage which produced for them such 
agreeable results. It is important, therefore, to get as accurate 
a picture as possible of the consequences of German policy for 
the people of the Balkans; the prospects for countering German 
pressure, if such action is thought to be desirable, must depend, 
to a very large extent, on the feeling in these countries them- 
selves as to the long-run significance of such benefits as they 
may temporarily enjoy. 

In this connection the obvious first step is to examine the 
extent to which German trading connections with South-Eastern 
Europe would probably have developed irrespective of the idio- 
syncrasies of German policy at any given point of time. If we 
are disposed to be critical of German methods, and suspicious of 
German intentions, it is easy to interpret everything in a sinister 
light. But even from a tactical standpoint this may be an 
error, and though there is no doubt a temptation, both inside 
and outside Germany, to use explanations in terms of so-called 
“ natural ”’ factors as a rationalisation of the bald fact that for 
her own purposes Germany wants closer economic relations with 
the Balkans, it is certainly more scientific, and probably more 
prudent too, to examine these “ natural’’ factors carefully and 
without prejudice. Even in a world where the exchange of goods 
was governed exclusively by considerations of comparative cost, 
the volume of trade between Germany and the countries which 
I am discussing would probably be large. Both geographical 
facts and the actual lay-out of productive resources, in relation 
to the economic development of the past, point in this direction. 
The changes of political boundaries, the abnormal economic 
conditions of the post-War period, especially in Germany itself, 
as well as the changes in conditions of production and demand 
which are constantly going on, make it impossible to use any 
so-called ‘“‘ normal ”’ period in the past as a standard whereby we 
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may estimate the probable importance of German trade in the 
Balkans to-day, if ‘‘ normal ’’ conditions again prevailed. Any 
estimate, such as that which one Yugoslav gave me, that Ger- 
many “ought” to have about 25 per cent. of Yugoslav trade 
instead of 40 per cent., must be rather arbitrary, and is useful 
mainly as indicating more or less concretely the nature of the 
problem of distinguishing between the “natural” and the 
“ artificial ’’ expansion of German trade. 

The sweeping German argument based upon the alleged 
existence of a natural Grosswirtschaftsraum extending from the 
North Sea to the Black Sea should however be received with a 
good deal of caution. With changes in transport conditions the 
importance of geographical proximity is not the same to-day as 
it was a century ago, and the study of large-scale maps may be 
a useful antidote to the view that the whole of Central and 
Eastern Europe is a “natural” area for German economic 
expansion. The geographical argument which is obviously very 
weighty in Hungary is wearing rather thin by the time one gets 
down to Greece or Turkey. Germany herself does not confine 
her trading activities to countries whose geographical connec- 
tions with her are obviously favourable, and no one can reason- 
ably reproach her statesmen on this account. Especially in the 
modern world, the trading connections of every country are 
much more widespread than would be suggested by some of the 
justifications put forward for the recognition of special German 
interests in the Balkans, and other countries which have world- 
wide commercial interests are perfectly entitled to insist that 
these interests, too, rest upon “ natural ” foundations. 

While he allows due weight to the claims of legitimate German 
trade in the Balkans, an unbiased observer should also perhaps 
insist that the German efforts to divert production in the Balkans 
into channels likely to provide goods which the Germans wish to 
buy, is not necessarily something upon which we are entitled to 
fasten a sinister interpretation. Obviously the production of 
things which other people will wish to buy is a course which one 
might think would normally commend itself to prudent minds, 
and, it might be added, the world to-day would probably be a less 
disturbed place if greater care had been taken since the War to 
follow this sensible course. The intention which Dr. Funk 
announced on his return to Berlin from the Balkans last October 
to encourage the production in the Balkans of cotton and oil cake, 
specially adapted to German purposes, was therefore not the most 
alarming part of his programme. Nevertheless the countries 
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immediately concerned, while quite reasonably eager to increase 
their production of goods which the rest of the world in general 
wanted to buy, might well hesitate before tying themselves down 
to production of a type for which there was only one market in 
sight, a market moreover from which there was often difficulty 
in getting in return the imports which ranked highest in their 
schedule of preference, and under conditions of price and cost 
which in the future might offer little discouragement to Germany 
to seek her supplies elsewhere if a change in circumstances made 
it advantageous to do so. 

For many purposes it is convenient to study the present 
condition of South-Eastern Europe as a whole, but it is also 
important not to suppose that the problem presents itself in 
each country in precisely the same form. The differences between 
the national economies affected are for some purposes more 
important than the similarities. The irritation engendered by 
the limitations of the German clearing system is, for example, 
greater in Greece, which requires extensive imports of food, 
than in countries which produce practically all their own food 
supplies. The significance of the Ottawa Agreement and of 

_local agricultural protectionism in Great Britain and France, as 
a factor throwing other agricultural countries into the German 
arms, also inevitably varies in accordance with variations in the 
staple products of the different countries. There are, moreover, 
obvious variations in the intensity of the German desire to con- 
trol her raw material supplies. Yugoslavia can and does insist, 
for example, that copper shall be paid for in cash, outside the 
clearing mechanism, and a country which can offer copper to 
Germany has at least one important bargaining counter which is not 
available where the largest export items are things like tobacco. 

A cautious investigator must also insist upon the unusual 
difficulties in any semi-totalitarian State in getting an accurate 
and unbiased picture of the consequences of an economic policy 
for which the government itself must take a large share of the 
responsibility. In each of the countries which I visited, Yugo- 
slavia, Greece, Bulgaria, Roumania and Hungary, there is a 
more or less totalitarian régime, ranging from the oppressive and 
probably unpopular government of Greece, to the milder régime 
of Hungary, where vestiges of liberalism still survive, and even a 
Social Democratic party is allowed to function, though its news- 
paper was suspended for a month the day before I left Budapest 
for publishing an article critical of dictatorships. Most of these 
governments display a considerable activity in propaganda 
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designed to show that they have inaugurated a new era of pros- 
perity and orderly development, and it is scarcely to be expected 
that they would at the same time permit, much less encourage, 
critics to expose the dangers of a German trade policy which was 
so intimately bound up with their own programme. Dr. Einzig’s 
* book Bloodless Invasion has been widely read and appreciated in 
the Balkans, but it is significant that in one country where a 
translation had been prepared the translator was discouraged 
from proceeding to publication on the ground that while Einzig’s 
analysis was substantially sound, it was not in the public interest 
that the real significance of German trade policy should be too 
faithfully portrayed for the ordinary reading public. Similarly, 
in another country, an article on Dr. Funk’s proposals, to which 
reference will be made later, for large-scale long-period purchases 
at prices definitely fixed beforehand was also banned by the 
censor. And quite apart from official censorship, there is a 
natural reluctance to confess openly that one has been tricked, 
and some satisfaction is therefore felt when, as sometimes happens, 
it can be shown that the stories of Germany trickery are a little 
too highly coloured. 

All these considerations render difficult the task of assessing 
the reactions in the Balkan countries and Hungary to German 
trade policy. There is, however, abundant evidence to show 
that it has provoked widespread discontent and apprehension, 
and that there would be a general feeling of relief if closer economic 
relationships could be developed with countries other than Ger- 
many. There has been a disposition in some quarters in Great 
Britain to argue that an extension of German economic influence 
in South-Eastern Europe would in general be in the interests of 
the South-Eastern European peoples, and that it would there- 
fore be foolish for other Western countries to do anything to 
counter it. This, as one might expect, is the view officially 
promulgated by German representatives. Dr. Funk told the 
Yugoslavs early in October that Germany had always wished to 
see alongside her borders an economically strong Yugoslavia. 
The raw-material-producing countries of South-Eastern Europe, 
he said, formed with Germany a natural Grosswirtschaftsraum. 
And at the end of the year Dr. Brinkmann, the State Secretary 
of the Ministry of Economics, insisted that Germany had no 
imperialist designs, but was moved solely by a desire through 
energetic co-operation to improve the economic welfare of both 
Germany and South-Eastern Europe.! In any event, imperialist 

1 Frankfurter Zeitung, December 30th, 1938. 
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designs would scarcely be openly avowed, and the visitor to 
South-East Europe finds that there these German claims are 
somewhat sceptically received. It would, of course, be rash to 
affirm that a free expression of public opinion in the Balkans 
would reveal a general sentiment of opposition to German policy. 
Its immediate beneficiaries are the peasants who can dispose of 
their produce at nominal prices well above the world level. 
Many of them have no very clear idea of the general issues, 
political or otherwise, which are involved, and even if they were 
aware of these things, their immediate gains might well make 
them feel that the Germans were their friends. In most of 
these countries the Central Bank now bears the burden of financ- 
ing any outstanding balances of blocked marks, the peasant 
producer gets his money at once, and as his income in most 
cases is much too small to make the precise character of the 
German imports, whereby later the Germans pay for his produce, 
a matter of any concern to him, he can in the short run, at least, 
ignore these complications, and leave other people to grapple 
with them. 

There is considerable anxiety lest the pressure of distress 
should drive the peasant population to political and social 
radicalism, which would be distasteful to the government, and 
methods which appear to safeguard against this eventuality, even 
if only for a short period, are not easily rejected because their 
long-run consequences, both economic and political, may be 
disastrous. Moreover, as will be suggested later, it is probable 
that any genuine and radical solution of the economic problems 
of the Balkan countries demands just that modification of the 
traditional peasant mode of life and work which he is most 
resolutely determined to oppose, so that even if he did under- 
stand all that was involved, he might well welcome the German 
intervention as an apparent way of escape from the necessity of 
unpleasant adjustments to a rapidly changing world. In many 
quarters, however, official and unofficial, Balkan opinion is 
clearly much disturbed by the probable consequences, both 
immediate and remote, of German policy. There is appropriate 
gratitude for the relief afforded by German purchases at a time 
when world prices have been low, but the advantages to be 
gained from increasing sales in free currencies are also quite 
vividly realised, and there is for the moment little sign of eager- 
ness to accept the far-reaching long-period proposals which it was 
apparently the purpose of Dr. Funk’s journey in the Balkans last 
October to ventilate. Even officials, who were reluctant to admit 
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that German policy had so far imposed any disabilities upon their 
countries, and were careful to explain how the Germans had 
shown themselves ready to deal generously with some specific 
complaints, were much less confident about the future. The 
same official, for example, who said that local complaints of 
unfair German competition, particularly in the textile industry, 
had usually been satisfactorily remedied, summed up the general 
situation by declaring, “‘ We have no complaints to make about 
German treatment in either the past or the present, but we have 
grave fears about the future ’’—or, to use the more picturesque 
phrase of an eminent person in another Balkan country, there 
was reason to fear that the German gifts would in the end turn 
out to be like the red apple which the witch gave to Snow 
White. 

Despite the fact that the primacy of politics over economics 
appears to be one of the fundamental theses of Nazi philosophy, 
the existence of political designs is vigorously denied by the 
Germans themselves, who point in their turn to the efforts of 
the English and French as clear examples of economic policy 
directed towards political ends. ‘‘ The expansion of German 
trade in South-Eastern Europe,” argued the Vélkischer Beobachter 
on October 12th, “has nothing whatever to do with political 
objectives but very much to do with economics,” though it was 
noted in Belgrade that Dr. Funk, shortly after he had insisted 
on the innocence of German intentions, went on to say that 
economic policy could not be separated from general political 
policy.1_ But even those who are inclined to reject some of the 
criticisms of German trade policy in the Balkans as the invention 
of ingenious theorists abroad, who try to stir up trouble by putting 
misleading ideas into the heads of the innocent Balkan peoples, 
can scarcely seriously allege that the notion that German policy 
has a political objective is not a spontaneous growth in the 
Balkans, or requires any careful tending from outside to keep it 
alive. It is not only in London and in Paris that the opinion 
is expressed that in South-Eastern Europe Germany is seeking 
new “‘ vassals” to be exploited.2, The same opinion is frequently 
heard in Belgrade, Athens, Sofia, Bucharest and Budapest, in 
regard both to German policy as a whole, and to particular 
aspects of it. Naturally this opinion finds little public expression 
there, but even in official circles, where caution was the normal 
note, political interests were often suggested as the probable 


1 The Times, October 5th, 1938. 
2 Vélkischer Beobachter, October 18th, 1938. 
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explanation of German action. The lively interest which one 
found in the Balkans in Mr. Hudson’s House of Commons statement 
of November 30th, 1938, and the uneasy doubts about the correct 
interpretation of that statement and the extent to which it could 
be harmonised with the declarations which Mr. Hudson made to 
journalists the following day, were based upon something more 
than the mere desire to enjoy the material benefits of expanding 
trade. The political implications of German trade policy, it 
need scarcely be added, greatly increase the difficulties of Balkan 
statesmen faced with the responsibility of devising wise policies 
for their own country, and with a keen sense of the political 
risks which they would run if they ventured to thwart 
Germany. 

It was natural that during his Balkan tour Dr. Funk should 
embrace the opportunity to point the moral of Munich for his 
Balkan hearers. In Belgrade on October 3rd he expressed his 
conviction that the world-historic events of the last few days 
would introduce a new economic development which would pro- 
vide the best foundation for a still more successful, still closer 
economic co-operation between Germany and Yugoslavia. The 
fact that he left Berlin on September 18th before the Godesberg 
meeting suggested that his activities were not to be regarded as 
a direct consequence of Munich, but those who heard Herr 
Hitler’s declaration to the Reichstag on January 30th, 1939, that 
he had as early as May 28th ordered preparation for military 
intervention against Czechoslovakia, had some difficulty in 
believing that the two things were quite unrelated in September. 
There was talk of including Athens, Bucharest and Budapest 
in his itinerary, but in the event his visit was confined to 
Yugoslavia, Turkey and Bulgaria. 

On his return to Berlin, Dr. Funk expressed his satisfaction 
with the success of his efforts in laying, as he put it, the founda- 
tions of an “‘ economic axis’’ extending from the North Sea to 
the Black Sea. It was, he said, an unalterable fact that no other 
economic territory could be to the same extent as Germany a’ 
purchaser of the products of South-Eastern Europe, and he 
contemplated further extensive development of trading relations 
between South-Eastern Europe and Germany. Similarly, in 
Great Britain his activities were hailed as registering not only a 
tremendous success for Germany, but also a radical transforma- 
tion of the economic system of South-Eastern Europe. A 
detailed examination of what Dr. Funk actually achieved reduces 
these claims to more modest proportions. Dr. Funk’s declara- 
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tions were no doubt highly significant as a symbol of German 
official thought, but his actual achievements on this occasion 
were not very substantial, and certainly fell below what he had 
himself announced as his objective. Evidently there was resist- 
ance to German pressure, and for the time being at least, real 
bargaining was still possible. 

On August 21st, Dr. Funk, in a speech at Koenigsberg, had 
ventilated the idea of German bulk purchases of the exports of 
Hungary, Yugoslavia, Bulgaria, Roumania and Greece, part of 
which would then be resold to other countries which could supply 
Germany with the raw materials which could not be drawn from 
South-Eastern Europe. Such a formal regularisation of a 
practice which had been one of the most substantial grievances 
against German trade policy apparently evoked little enthusiasm 
in South-Eastern Europe itself, for it scarcely appeared at all in 
the public declarations which Dr. Funk made while he was 
travelling. In Belgrade, where, it was said, a wireless talk 
aroused so much apprehension about the far-reaching character 
of the German intentions that it was thought prudent to tone it 
down for newspaper publication, Dr. Funk made the suggestion 
of long-period agreements for wholesale purchases over a period 
of years at guaranteed and stable prices. Germany, he main- 
tained, had taken measures which could assure price stability as 
no other economy was able to do, and agreements of this kind 
therefore afforded a protection against the fluctuations of the 
trade cycle. He also hinted at projects for a new network of 
modernised roads in Yugoslavia, and the exploitation of hitherto 
undeveloped mineral resources. As one observer who had close 
contacts with Dr. Funk remarked, however, his speeches were 
“all poetry,’ and though it was announced that the new trade 
agreement which was to follow his visit was to be based on 
entirely new principles, it turned out, when it was finally drawn 
up, to be on very much the same lines, except on one point, as 
its predecessors. It had already been found convenient to 
establish a mixed Yugoslav-German standing committee to 
administer the trade and clearing agreement, and this committee 
met every six months to fill in the figures in the blank spaces in 
the agreement. The ordinary meeting, which would have been 
held in Cologne early in October, had been postponed on account 
of the general political crisis, and opportunity. was taken of Dr. 
Funk’s visit to summon the German members to Belgrade. In 
Berlin it was said that it was anticipated that these negotiations 
would give Germany something approaching a monopoly of 
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Yugoslav imports and exports, but any such anticipations were 
disappointed. 

As a result of the annexation of the Sudeten areas, the relative 
importance of Germany in Yugoslav imports and exports in- 
creased, and it would be a mistake to suppose that the significance 
of this increase was merely statistical. But this extension of 
German influence was a fact inherent in the Munich settlement 
itself, and not a further concession imposed in consequence of 
Munich. Otherwise the volume of trade and the terms under 
which it was exchanged in the new agreement were much the 
same as before; Dr. Funk’s new principles were shelved for 
future consideration, and the desire which had been expressed 
during the negotiations for a three- or six-year agreement was 
not gratified. Germany undertook to buy from the next season’s 
crop 100,000 tons of wheat and an equivalent quantity of maize, 
and a third 100,000 tons of either wheat or maize, at the dis- 
cretion of the Yugoslav authorities, who for this season chose 
wheat. The German price included a preference of 3 RM. per 
100 kilos for wheat, and 1-44 RM. for maize, originally designed 
to cover the difference between the cost of production and the 
world price. Germany was under an obligation to purchase 
from Yugoslavia quantities of other plant and animal products, 
timber and mining raw materials, but there was no corresponding 
obligation upon Yugoslavia to sell, unless she thought it advan- 
tageous to do so. 

On one point only did the Yugoslavs yield to the German 
demands. Hitherto the value of the dinar in terms of Reichs- 
marks, unlike that of other Balkan currencies, had been allowed 
to fluctuate in accordance with variations in the supply of and 
demand for blocked marks. This left a certain freedom of 
manceuvre for the Yugoslav currency authorities, who were able 
within certain limits to intervene to check unwanted imports 
and at the same time to relieve themselves of part of the burden 
of financing any accumulated balances of blocked marks. On 
the other hand, the seasonal nature of Yugoslav export trade 
meant that exchange fluctuations appeared to damage the 
Yugoslav exporter, who had to sell his marks when their value 
was relatively low, and the advantages to be gained from the 
avoidance of such risks were used to induce the Yugoslavs to 
stabilise the mark exchange rate, the duty being imposed upon 
the National Bank to buy or sell marks so that the exchange rate 
would be kept within the limits of 14:30 and 14-70 dinars to 
the RM. Even this concession turned out to be impractic- 
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able, and the value of the mark has now fallen to 13-80 
dinars. 

Judged by the rather crude statistical tests which are customary 
in this connection, Bulgaria is the south-eastern country whose 
commercial connections with Germany are already so close that 
control might be regarded as complete. Indeed, I was told in 
Sofia that Dr. Funk’s visit was not specially significant just for 
that reason. And in Bulgaria more than elsewhere it was insisted 
that even those who for political or intellectual reasons disliked 
German influence had no desire to diminish the absolute volume 
of their trade with Germany, though it was desired to expand 
trade in other directions, so as to increase the supply of free 
foreign exchange, and provide the basis for at least a measure 
of economic independence. But even in Bulgaria German economic 
domination is not, in fact, quite complete, and the desire to 
escape from its risks has not been altogether stifled. It was in 
connection with Bulgaria that the greatest prominence was 
given in the foreign press to Dr. Funk’s idea of long-term con- 
tracts with guaranteed prices. He had suggested, according to 
the reports, that the Reich should purchase for a twelve-year 
period the whole of Bulgaria’s exports, including tobacco, cereals, 
fruit and pig products, providing in return machinery and manu- 
factured goods as well as expert advisers, engineers and skilled 
mechanics, whose salaries and wages would also be determined 
beforehand for the whole period. Actually it appears doubtful 
whether any such proposal was ever formally put forward, and 
it was possible to find in Sofia eminent officials who denied that 
they had ever heard of it. In any event, Dr. Funk’s interest in 
long-term contracts was not confined to Bulgaria. During his 
Balkan journey he sent up a number of kites, and no doubt 
observed with interest the kind of reception which was given to 
his ingenious fancies. To the Bulgarians apparently the long- 
term contract idea was not attractive, and it therefore went 
no further than the kite-flying stage. This interpretation 
appears to be confirmed by the report of the results of the negotia- 
tions opened in Sofia with a new set of German experts in the 
second week of January. 

It is interesting to speculate upon the reasons lying behind 
the almost unanimous exaggeration in the foreign Press of the 


1 Limitations of time did not permit me to visit Turkey, but it may be 
observed that the German credit of 150 million RM. for industrial and military 
purposes, and for public works, was apparently not a substantially new factor 
in the situation, but merely a consolidation and reorganisation of credit arrange- 
ments which were already available. 
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immediate significance of Dr. Funk’s visit to the Balkans. Those 
who were willing, or at least prepared, to let Germany have her 
way in South-Eastern Europe were no doubt not reluctant to 
have their preconceived notions of future possibilities confirmed 
by the announcement of a resounding German success. One 
celebrated newspaper, for example, announced that Dr. Funk 
had ‘‘ made clear ’’ that German policy would increase the pro- 
ductive power of countries rich in raw materials, and raise their 
standards of living.t He had, in fact, merely said that these 
admirable consequences would follow, and even in Great Britain 
experience has shown that a statement of official opinion is not 
invariably the same thing as a conclusive demonstration. But, 
on the other hand, commentators who wished for vigorous efforts 
to counter German policy were sometimes even less cautious in 
admitting Dr. Funk’s claims of far-reaching success, though less 
ready to admit the reality of the economic gains promised to 
the Balkan States; and it may be doubted whether this was 
quite the best way of rousing public opinion for action of the 
kind which they believed to be desirable. 

Nevertheless it would be a grave error to discount too severely 
the significance of the discussions which Dr. Funk had with 
Balkan statesmen last October. The kites which he had flown 
can be used more effectively on a later occasion, and even if Dr. 
Funk were himself written off as a journalist, a mere instrument 
of German policy, and not its originator or instigator, his “‘ poetry ”’ 
revealed clearly enough the trends which the Nazi régime wished 
to encourage, and for the realisation of which it would no doubt 
be prepared to adopt a firmer attitude at a more convenient 
time. The Balkan States felt that they were under no obliga- 
tion to accept immediately every one of the German offers, but 
if they were left to themselves, a time might soon come when 
no other alternative was effectively open to them. 

What, in fact, are the main disabilities which German policy 
imposes upon the Balkan States? The difficulties inherent in 
the clearing system are well known. So long as the sale of 
Balkan exports is not offset by corresponding purchases of 
German goods, the accumulation of blocked marks which arises 
from the sale in Germany of wheat and oil and tobacco and the 
rest represents in effect a forced loan to Germany from her own 
poor customers, a curious reversal of the normal debtor-—creditor 
relationship in which the wealthier country is usually the creditor. 
To liquidate these clearing balances it is necessary to buy such 

1 The Times, October 8th, 1938. 
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goods as Germany is able, and, what is not always the same 
thing, willing to sell in return. It is perhaps a little unfortunate 
that so much attention has been paid in Great Britain to the 
picturesque episodes of unwanted aspirins and harmonicas which 
it is alleged have been imported to wipe off the otherwise worth- 
less balances of blocked marks. These episodes are not entirely 

ithout foundation, but it is inconceivable that trade could go 
on with even the poorest and most helpless country for a period 
of years if all the goods which were offered in exchange were 
things which her people definitely did not want, and a correct 
appreciation of the significance of German policy is likely to be 
hindered if too much emphasis is placed on mere temporary 
eccentricities. 

Nevertheless it would be a mistake if, in the effort to do | 
justice to Germany on this point, we were to swing over to the 
opposite extreme, and deny the reality of the problem. If, by 
some chance, it happened that the German imports, which the 
clearing arrangements compel the Balkan countries to accept, 
were exactly the things which the Balkan peoples, if left to 
their own free choice, would prefer to buy, the arrangement 
would work quite smoothly. Such a chance is not, indeed, 
altogether improbable, provided that the fraction of income 
with regard to which the freedom of choice for the consumer is 
limited is sufficiently small. A man with literary tastes would 
not be seriously embarrassed if he were compelled to accept 
each month 5s. of his income in the shape of a book-token. But 
even the most ardent littérateur would object if he were offered 
book-tokens of an aggregate value exceeding what he would 
normally expect to spend at his bookseller’s, and these objec- 
tions are merely modified and not destroyed when, as in the 
case of the Balkans, money income, tied up in the shape of 
marks, can be used for the purchase not of one thing only, but 
of several, but still a limited number of products. The Balkan 
peoples seldom have to buy things which they definitely do not 
want, but they sometimes have to buy things which rank low 
in their normal schedule of valuation instead of things which 
rank high, because the Germans are able and willing to sell 
them the former, and unable or unwilling to sell them the latter. 
The nature of the clearing system itself makes some distortion 
of the normal course of demand almost inevitable. The practical 
importance of this point, it has already been suggested, varies 
in accordance with variations in the economic structure of the 
different countries concerned. In Bulgaria the distortion of 
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demand is admitted, but its effects are not very serious, because 
the kinds of imports which the Bulgarians would in any event 
wish to buy are more or less also the goods which the Germans 
are able to offer them. In Greece, on the other hand, the dis- 
tortion is much more damaging. Greece is normally a food- 
importing country, but Germany has no food to offer. Greece 
in consequence has too little sugar and other fundamental food- 
stuffs and too many radio sets and electrical clocks. Hungary 
and Roumania have similar difficulty in getting the raw material 
imports believed to be necessary for industrialisation. 

The distortion of demand may also show its effects in the 
quality of the goods supplied. Here again it would be ridiculous 
to suggest that the Germans normally press rubbish upon their 
unfortunate Balkan customers. Much, and perhaps most of 
what they sell is of excellent quality, even if the Balkan pur- 
chaser would rather have something else. But complaints 
about quality are sufficiently numerous and widespread to sug- 
gest that the Germans do not always take care to avoid dumping 
third-rate stuff in markets where it is known that the buyers’ 
effective choice is severely limited. In Yugoslavia I was told 
that the quality of German machinery is sometimes bad, and 
that manufacturers would accordingly prefer to buy elsewhere, 
while similar complaints were made in other countries. The 
price-factor is also important. It is sometimes argued that the 
Balkan countries get no real advantage from their German trade 
agreements hecause the high prices charged for German goods 
offset the nominally high prices paid for wheat or tobacco or oil. 
On the other hand, British exporters complain of subsidised 
under-cutting, and say that it is often useless to prepare a tender 
for a Balkan order because the Germans will always go one 
better. These two criticisms are not necessarily contradictory. 
Where a Balkan country is able to allocate free foreign exchange 
for the purchase of goods in which German producers are also 
interested, there is a possibility of competition, the machinery 
of subsidisation will be brought into operation, and German 
prices will be low. But for goods which are not on the list of 
permissible imports from free exchange countries, competition 
is ruled out, and there is nothing to prevent the Germans from 
recovering part of the losses incurred on the first transactions by 
charging high prices, which they accordingly do. 

The other side of the difficulty of selecting German goods 
which are appropriate for the Balkan market is the financing 
of the accumulations of unused blocked Reichsmarks. This 
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problem is probably not so acute as it was in the early stages 
of the German trade campaign, but its essential character has 
not changed. The balances are not so difficult to handle as 
they were, partly because, taught by experience, the Balkan 
countries now begin to cut down their exports to Germany 
when they see the balance rising to a dangerous height. But 
this is clearly a method of treating symptoms only, and does 
not touch the real cause of the disease. In Yugoslavia, at the 
end of November last, the outstanding balance was as high as 
RM. 23-9 millions, and though it was estimated that about one- 
third of this was covered by outstanding government orders for 
machinery, which had not yet been paid for, for Zenica, the new 
government iron works, the total was a substantial one. The 
balances have often been liquidated by purchases of armament 
material, and in Greece and Hungary last year this device had 
been effective in restoring at least a temporary equilibrium. 
But, as was insisted particularly in Hungary, this, too, failed to 
go to the root of the matter. Armament purchases on a similar 
scale could not be repeated year after year, and it was frankly 
admitted that for the coming season there was no obvious solu- 
tion of the problem at hand. The supply of armaments obviously 
has its political aspects—Roumania has so far refrained from 
using this method to liquidate her mark balances—and the 
question of quality is also interesting. In this connection, more 
even than elsewhere, one would not expect officials to volunteer 
much information about any inferior goods supplied to their 
governments, but there were many hints to this effect, and in 
Athens there was talk of the resale of unsatisfactory stuff in 
Spain and Palestine. 

A more subtle, but perhaps a more important, consequence 
of German policy is its effect upon the internal price level. The 
offer of high prices is at first sight attractive, but even if the 
high prices are at first confined to only a few important com- 
modities, they soon have a more generalised effect in creating 
an artificial general level of prices. High prices for wheat, for 
example, push up the costs of production of cattle, poultry and 
eggs, increase the difficulties of export to other countries, and 
thereby help to create a situation in which the German market 
tends to become not merely the most important, but actually 
the only available outlet. And as this situation is approached, 
the bargaining power of the Balkan countries steadily diminishes, 
and with a decline of bargaining power the prospect of enjoying 
even temporary benefits from a German trade agreement fades 
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away, and the temporary benefits already enjoyed are destroyed 
in part when the Balkan producer, who at first thinks only of 
the prices of his own products, later finds other prices rising too, 
and perhaps even more rapidly. 

The importance of German influence upon monetary policy 
is most clearly to be observed in negotiations over the rates at 
which local currencies are to be exchanged either for marks or 
for free currencies. The determination of the mark rate of 
exchange has now indeed become the central point around 
which negotiations with Germany turn, and when, as often 
happens, the Germans are able to force upon their partners the 
rate which they think appropriate, they have under their control 
an instrument whose operations are immediately relevant to all 
the other problems and grievances which have been more widely 
discussed abroad. The Germans can and do insist upon a con- 
sistent over-valuation of the Reichsmark in terms of local cur- 
rencies, and it is this fact which is a partial explanation of the 
apparent paradox of the German willingness to continue the 
payment of prices so far above the world level. In consequence 
of this over-valuation, prices which appear high to those who 
receive them in lei, or drachmae or levas, are not necessarily 
high in terms of German currency, and in some cases, indeed, 
are lower than the Germans would have to pay for similar goods 
in free-exchange countries. There must, on the other hand, be 
a corresponding discouragement, arising from the over-valuation 
of the mark, to German exports to Balkan countries, and this is 
a partial explanation of the chronic difficulty of blocked mark 
balances. The subject is too complicated and technical for any 
attempt at exhaustive analysis to be made now, but it is in 
connection with the determination of the rate of exchange that 
German influence appears to be exerted with the greatest success 
from the standpoint of Germany, and with the most important 
consequences for the Balkan economies. Already it is scarcely 
an exaggeration to say that the Bulgarian currency system is 
under German control, and elsewhere, too—in Hungary, for 
example—changes in exchange policy which in themselves are 
highly desirable are blocked because of German opposition. 
The consequences of the over-valuation of the mark are clearly 
understood in Hungary, but for political reasons it is impossible 
to revise this exchange rate. The importance attached to the 
determination of the mark rate of exchange for the Yugoslav 
dinar has already been mentioned, and in Roumania, too, this 
question was among the main issues in the latest Germano- 








160 INTERNATIONAL AFFAIRS [MAR. 


Roumanian trade negotiations. The Germans wanted to raise 
the value of the mark from 38 to 55 lei, but eventually a com- 
promise was agreed upon at 41, which, it has been suggested, 
was perhaps a value not much lower than the Germans had 
expected to be able to enforce. 

The over-valuation of the mark in terms of Balkan currencies 
also has a bearing upon German re-sales of goods purchased in 
Balkan countries, a practice which helps to keep world prices 
low, so that sales in free currency markets are scarcely a real 
alternative for Balkan exporters. The re-sale to other countries 
of goods by middlemen who have perhaps made their purchases 
with that very object in view is not, of course, a practice 
which in itself is either unusual or reprehensible. But in this, 
as in other cases, the German trading machinery may convert 
an activity which in itself is normal and harmless into some- 
thing quite different which, apart from its name, has little, if 
anything, in common with its normal counterpart. To some 
extent the German gains arise not from the performance of any 
of the ordinary services of an entrepot trader, but from the 
fact that while the prices obtained for the Balkan exports which 
are re-sold elsewhere would be unremunerative if converted 
directly into Balkan currencies, they are nevertheless, on account 
of the Balkan over-valuation of the mark, lower when converted 
into marks than the Germans have themselves paid in the first 
instance. Much the greater part of the goods which Germany 
imports from the Balkans are of course used or stored in Ger- 
many, and not re-sold, but Dr. Funk’s speech at Koenigsberg 
last August, to which reference has already been made, suggested 
that he had definitely in mind the development of a new type 
of triangular or multi-angular trade in which ultimately the 
Balkan countries might lose all contacts with free markets. 

In Yugoslavia it was strongly represented to me that if | 
had any interest in the maintenance of a (relatively) free Europe, 
it was my bounden duty to bring as much pressure as I could to 
bear upon my wife to induce her to purchase a Yugoslav turkey 
for Christmas. This at the time I was disposed to do, for though 
I am privately of the opinion that the turkey is a vastly over- 
rated bird, one must be prepared to concede a little where free- 
dom is at stake. But as I proceeded on my journey the situation 
became vastly more complicated, for I had, I found, a similar 
duty to purchase a turkey from Bulgaria, and then a third from 
Hungary. The embarrassments of a small household faced with 
the responsibility of consuming three turkeys, for no one of 
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which it had any very lively desire, may be taken as a symbol 
of one of the fundamental difficulties which complicate the 
economic problems of the Balkan countries. Tobacco illustrates, 
upon a larger scale, the same problem. In Greece nearly every 
conversation turned sooner or later, and usually sooner rather 
than later, to tobacco, and it was strongly and repeatedly repre- 
sented that if only tobacco suppliers in Great Britain would blend 
Greek tobacco with their products to the extent of 2 per cent. 
the Greek problem would be solved. But it has since been 
announced that Turkey would like a blend of 3 per cent. for a 
similar purpose, and Bulgaria would no doubt like a still larger 
fraction. In general it was said that if only Great Britain could 
buy “a little more’ of the exports of this country or that, its 
position would be tremendously eased, and hopes of maintaining 
independence would revive. Clearly, however, when five or six 
“little mores”’ are added together, the total for some com- 
modities is quite substantial, and the hope that general equi- 
librium can be re-established by mere transfers of demand such 
as the purchase of a “little more’”’ from each of the Balkan 
countries would necessitate begins to fade. In this connection 
at least it is necessary to view the problem as affecting the whole 
of a large area, and not only in relation to one country at a time. 
This point is not raised here with any desire to discourage efforts 
to allow the Balkan countries a greater measure of freedom. It 
is certainly well worth while to investigate the possibilities of 
purchasing a “little more,’’ especially as in some cases the 
objection that it would involve nothing but a transfer of trade is 
probably not valid. And the importance of even slight increases 
in the sale of Balkan products in free markets may be much 
greater, both for those countries and for Europe as a whole, 
than is suggested by an examination of the money values involved, 
just as it appears to be misleading to suggest, as is often done, 
that the importance of Balkan markets for Great Britain is 
small, because the total turnover of trade at present does not 
amount to more than a few millions. But at the same time it 
should be understood that Balkan dependence upon Germany is 
in large measure due to insistence upon offering to the world 
outside large quantities of goods, for which, in view of the general 
conditions of world supply and demand, there is at the present 
time no very lively demand. The goods in question can no 
doubt be sold at a price, but the unremunerative nature of the 
price shows that while other people are not positively unwilling 
to purchase, their eagerness to do so is not very great. For 
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reasons which from her own point of view are no doubt adequate, 
Germany is for the time being prepared to buy these surpluses 
at prices which to Balkan producers appear to be well above 
the world level, but, in return, the Balkan countries find them- 
selves confronted with other serious trading and financial diffi- 
culties; there is a grave risk of loss of freedom in determining 
the future direction of their economic development, and increas- 
ing difficulty in keeping clear from German political control. 
The task of adjusting production in accordance with changes in 
the efficiency of production in other countries or with changes in 
consumers’ demand is always difficult, and it becomes especially 
difficult when traditional outputs are closely linked up with a 
mode of life and a social outlook which have deep roots in the 
minds of naturally conservative people. It would moreover be 
quite unfair to suggest that this problem has not already been 
faced in at least some of the Balkan countries. Already vigorous, 
and to a considerable extent successful, efforts have been made 
to vary their production so that they will be able with more 
confidence to offer their exports in free markets. But it seems 
clear that no long-term programme of economic reconstruction 
for the Balkan countries can be ultimately successful unless the 
process of adaptation is carried a good deal farther than it has 
so far gone. It is natural to say that devotion to peasant modes 
of life is so intense, and that this manner of life is in itself so 
valuable from the point of view of social stability, that its main- 
tenance must be accepted as a datum which is not to be ques- 
tioned. One is frequently told in Yugoslavia that agriculture 
there is not a mere business, but a way of life. The peasant 
would regard the sale of his land as something almost indecent, 
scarcely to be contemplated in even the gravest emergency, and 
with some variations a similar point of view is to be found in 
other Balkan countries, and in Hungary. But there is some 
danger that those who accept this point of view without quali- 
fication may in effect be throwing the Balkan countries into the 
German arms. Nor, indeed, can there be any real confidence 
that the Germans will in the long run be prepared to preserve 
the social structure whose maintenance is thought to be so desir- 
able. For it requires no fantastic flight of the imagination to 
suppose that as time goes on, the Germans, appreciating the 
advantages which would accrue to themselves if the level of 
efficiency in Balkan agriculture were raised, may insist upon 
changes in the methods of production such as would necessitate 
precisely those changes in social structure the suggestion of 
which at present arouses so much hostility. 
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Whatever may be the correct view of this long-range problem, 
the simple and elementary point requires constant emphasis 
that, so long as one is contemplating action in the immediate 
future, the essential question upon which attention must be con- 
centrated is the question of Balkan exports. There has been a 
good deal of criticism, both in Great Britain and in the Balkans 
too, of the devotion of British merchants and manufacturers to 
old-fashioned methods, of their failure to send out representatives 
who have taken the trouble to learn the local language, of their 
refusal to quote in terms of the metric system, and of their 
ingrained faith that, instead of adapting their goods to the local 
market, the local market should adapt its requirements to what 
the British trader thinks it proper to offer. I am not sufficiently 
expert to offer any confident opinion about these criticisms, but 
even if one was prepared to agree that there was much room 
for improvement in the traditional methods of British export 
trade, it would still be important to insist that in the last resort 
these questions are irrelevant to the main issue. If British trade 
with the Balkans languishes, the fundamental cause is the fact 
that, for one reason or another, we do not buy an adequate 
quantity of Balkan exports. Even if British exporters all 
suddenly became incredibly efficient, the net effect would be 
small unless at the same time there were a marked increase in 
our purchases of Balkan goods. Before the War British purchases 
of Greek tobacco amounted in some years to {9 millions. Last 
year the total was about £20,000, and most of this was in con- 
nection with a barter transaction to facilitate the importation of 
textile machinery. In face of a change like this, the utmost 
ingenuity or the most effective salesmanship on the part of 
British exporters can by itself do very little. The starting-point 
in any useful discussion of the freeing of the Balkans from German 
domination must be the increased sale of Balkan goods in other 
markets. 

In this connection it is important to attribute its proper 
weight, but no more than its proper weight, to the influence of 
the Ottawa Agreement and internal agricultural protectionism 
in Great Britain, as well as to the corresponding imperial and 
home policies of France. It would be an undue simplification 
of the picture to suggest that the exclusiveness of Ottawa inevit- . 
ably drives the Balkan countries into the German orbit, with 
all the political consequences which such a fate means both for 
them and for us, but in addition to any other criticisms which 
may be levelled against Ottawa, we are also entitled to point to 
it as one significant factor in the situation of South-Eastern 
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Europe. Its significance naturally varies according to the 
country and the commodity with which we happen to be dealing. 
Some Balkan products would probably in any event have only a 
small sale in British markets. Particularly in the case of wheat 
the divergence between the world price and the home price 
which German intervention helps to pay is so great that imperial 
preferences, the significance of which has in any case been dimin- 
ished, if not destroyed, by the Anglo-American trade agreement, 
seem almost irrelevant. But for many commodities imperial 
preferences do undoubtedly raise barriers which more or less 
effectively check the entry of Balkan goods into free markets. 
The lowering of these barriers would impose upon the countries 
directly affected the necessity for inconvenient adjustments of 
precisely the same kind as those which it has been suggested 
that it is urgent for the Balkan countries to push forward. There 
is no reason why the burden of such adjustments should be 
concentrated upon the countries to which at present Great 
Britain offers preferences, but there is no reason either why it 
should be concentrated exclusively upon the Balkans. It is at 
least desirable to insist that the almost world-wide reluctance 
to face up to this problem carries with it grave political conse- 
quences of a kind never suspected by those who look about for 
easy methods for evading the necessity for awkward change. 

This is not the place, even if there were now the time, to 
enter further upon the thorny and difficult subject of practical 
policy. It may be sufficient to recapitulate my conviction that 
the view that the German trade drive in South-East Europe may 
safely be viewed with complacence as offering no serious threat 
to the legitimate trade interests of other countries, and in the 
long run in the best interests of the Balkan peoples themselves, 
is not confirmed by any objective analysis of the situation to-day. 
It is important, here as everywhere, not to over-state the case 
against German trade methods, and some critics have not always 
been sufficiently careful in safeguarding themselves against this 
error. But many citizens of these countries, who it may be 
presumed are in a good position to judge for themselves, are 
certainly doubtful about the permanence of the economic 
benefits for themselves, and more than suspicious of the 
political implications of German trade policy. Their capacity 
to protect themselves by their own efforts is clearly limited, 
though they should not be allowed to forget that rational policy 
may demand some changes on their own part, the necessity for 
which some of them are reluctant to admit. In the economic, 
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as in other spheres, it is, however, true to-day that the Balkans 
can no longer be reproached as being a problem for Western 
Europe. It is rather Western Europe which is a problem for 
the Balkans. 


Summary of Discussion. 


Mr. BARNARD ELLINGER said that from the purely economic point 
of view he thought that the effects of the German trade drive in South- 
Eastern Europe were greatly exaggerated. Since 1929 she had not 
increased her export trade so as to recover to the same extent as the 
rest of the world. The last year had been disastrous for the export 
trade of Great Britain, but still more disastrous for the export trade of 
Germany. The population of the Reich was about 50 per cent. greater 
than that of the United Kingdom, while her export trade was about 
Io per cent. less, so that Germany must continue to expand her export 
trade. Whether that increase would be less necessary if she spent 
less money on imports for the purpose of armaments was a matter of 
uncertainty. In any case, Germany would still be a great industrial 
country desiring to take her place in the export trade of the world. 

The methods she employed in South-Eastern Europe were due, 
very largely, to the fact that she had not devalued her currency. 
Therefore the official rate of the mark had been too dear for export, 
and she had adopted all kinds of subterfuges, differential rates of 
exchange, subsidies, etc., in order to export. Had she devalued her 
currency to the same extent as the British had done in 1931, she would 
have given to her exporters, for a certain time at least, a subsidy, just 
as the British devaluation had given a subsidy to British exporters, 
at the cxpense—these things were not miracles—of the importers 
and users of imported goods. Germany could not adopt this method 
because she had no gold and no credit in the world, and was not likely 
to receive either under present circumstances. So if Germany had to 
export somewhere, was there anywhere where it would be better for 
her to export, from the British point of view, than to South-Eastern 
Europe, which took so little of British trade already? Until the end 
of 1937 or 1938 German trade in these countries had not been at the 
expense of Great Britain, but at the expense of Austria, which was 
now included in the Reich, Czechoslovakia, of which they now possessed 
Sudetenland, and Italy. Signor Gayda, whose newspaper was the 
voice of the Italian Government, had declared that, with regard to 
Yugoslavia, Italy was Germany’s chief competitor. He had explained 
how Germany, through her system of clearing agreements, had forced 
Yugoslavia to buy most of her goods in Germany, declaring that Italy 
must make every effort to increase her trade with Yugoslavia. There- 
fore it would be a good thing for Great Britain to allow Italy to pull 
the chestnuts out of the fire, as she seemed disposed to do. After all, 
as the lecturer had pointed out, if Great Britain desired more of the 
export trade of the Balkan countries, she must increase her own imports 
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from those countries, and this would be difficult in view of the Ottawa 
Agreements and her own agricultural policy. But supposing this were 
possible, did British exporters really desire to export to the Balkans on 
credit because Germany gave large credits in these markets? Bulgaria, 
Roumania, Hungary, Yugoslavia and Greece had never been very 
favourite markets for British exporters, who usually considered the 
safety of their money which they had ultimately to receive. 

Some years ago a report had been received from Morocco to say 
that the Moroccan market was swamped with German travellers, 
hardly an English traveller was to be seen. Three years later the only 
German travellers to be seen there were those who had come to collect 
bad debts. It was necessary to watch the growth of German export 
trade and to observe her methods, but Great Britain should not be in 
a hurry to imitate those methods or to take measures to oppose those 
methods until she were really hit herself, because whatever measures 
she took would cost her a great deal. 


Mrs. J. B. MILLER asked whether it would not be useful to consider 
giving credits to a country such as Roumania. She had visited the 
country recently, and had found in official circles a strong desire for 
credits from England. Even if Great Britain could not consume 
more Roumanian goods directly, the grant of credits would help 
indirectly to finance Roumanian export trade with countries other than 
Germany. Transport development, for example, would be an obvious 
field for the use of English credit; credits for the building of roads 
and railways would help Roumania’s export trade with Poland, and also 
with Norway and Sweden. Poland would be an extremely good 
market for Roumanian fruit and wine, but it was too far to send 
them by sea, and Roumanian railway transport was inadequate and 
too expensive. 

It had also been suggested that English capital might be used for 
setting up bicycle assembly plants in Roumania, the parts being 
supplied from the United Kingdom. Credits for the improvement of 
roads and transport would work in with a scheme for increasing the 
use of bicycles. 


Mr. M. ZvEGINTZzOV said that he would like to give the German 
point of view, although that did not mean that he necessarily agreed 
with it. National-Socialist economics were always political; this 
was partly because Herr Hitler saw economic points only through 
their political implications. On the other hand, he had excellent econ- 
omists and financial experts working for him: there were, therefore, 
two aspects to the whole question. The central idea was Greater 
Germany in the centre with a circle of economically weaker vassal 
States on the periphery. These smaller States need not necessarily 
be contiguous: for instance some of the South American States could 
be included in the scheme. The Germans had taken the cue from those 
who had talked so much about a “ Sterling Area ” and had, with their 
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usual logic and thoroughness, gone a great deal further in working 
towards a “ Mark Area.’’ The idea of a Mark Area was not only 
that there should be an area having the same currency, but also a system 
of very closely related commercial agreements. In other words, the 
rigid bi-lateral trade agreements with, say, South-Eastern Europe 
and Scandinavia were only a means to an end. The real aim was to 
build up a closely co-ordinated complementary economic structure. 
So far, Germany had not succeeded, for two reasons: one was the sus- 
picion of her long-term aims, which was felt by these smaller and econ- 
omically weaker States; and the other was that the rigid bi-lateral 
agreements were so efficient that they allowed of no compromise. 
Although the dream of a “‘ Mark Area”’ had existed for some time, yet 
it had, so far, been found impossible to marry a short-term positive 
balance in, say, a Scandinavian country with a negative one in a 
Danubian area. All the different arrangements worked very efficiently 
within their own spheres, but no method had as yet been found to link 
them together. This was important, because although Germany had 
means for long-term investment in these countries, she had not the 
possibility of acquiring short trade credits which would permit transfers 
of trade balances from one area to another. The only way to do this 
was by means of a free currency. A blocked currency made long- 
term investment possible, but it could not facilitate the liquidation 
of trade balances. This was where the Sterling Area and a free 
currency had the advantage. It was no use trying to compete in 
South-Eastern Europe with the Germans by using their own methods, 
because they had inherent advantages there over so-called “‘ normal ”’ 
trading countries. The danger to British trade lay, rather, in the com- 
plementary area to South-Eastern Europe—Scandinavia—and in 
certain British Empire areas which might become increasingly drawn 
into the German system. He believed that the German efforts would 
soon be directed towards bringing the Scandinavian countries more into 
the German orbit at the expense of British trade in that area, so that the 
surplus exports from South-Eastern Europe could be switched over to 
those areas; thus enabling Germany to obtain a supply of that free 
currency required for purchasing essential raw materials in the world 
markets which she cannot obtain from the areas immediately under 
her control. 

It was important for Great Britain to turn her attention to these 
aspects of the matter and to facilitate trade directly between South- 
Eastern Europe and Poland with the Scandinavian countries (as had 
already been suggested) because the latter States were still free 
markets. Great Britain—by her free currency—held the key to this 
aspect of the situation and should be able by this means to move 
Germany into a more co-operative attitude towards freer trade. It 
would be wise, therefore, not to pay too much attention to competing 
with Germany in South-Eastern Europe, but to see that our position 
in Scandinavia was not impaired. Had the lecturer noticed any 
desire in South-Eastern Europe for help of this indirect type, rather 
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than by more direct trade, because it did seem that while Great Britain 
could do very little directly, indirectly she could accomplish much? 
Transport was a very important matter, and German penetration 
through transport methods to the Black Sea and to the exclusion of 
Poland should be watched. In this connection the canals now being 
made to link the North Sea with the Balkans were an indication as to 
which area would be the next objective. 


Dr. M. J. Esas said that he agreed very substantially with the 
views of the lecturer. Had he heard why Italy's trade to the Balkans 
had diminished so very much? Italy had done a great deal of trade 
with Yugoslavia, and it was unlikely that she would want to lose it. 
Germany’s aim was doubtless to bring the Balkan countries into her 
orbit, but this must necessitate, for a continuation and intensification 
of her trade, a certain amount of confidence on the part of South- 
Eastern Europe itself. Would this be possible? Would not Germany 
find that on account of her difficulties with obtaining credits, her 
rearmament and general policy, it would be impossible to carry her 
present drive in the Balkans to its ultimate conclusion ? 


Miss CLARE HOLLINGSWORTH said that she had recently seen 
a warehouse in Zagreb full of bales of cloth marked Manchester 
and London on the edges of the material. It appeared that this cloth 
had come from Germany, but as it was illegal to say ‘‘ Made in England,” 
the Germans had woven Manchester or London into the seam of the 
material. This subterfuge was because the entire bourgeois population 
desired their spring costumes to be made of English cloth. Why could 
not the manufacturers of Leeds and Leicester send their product to 
the people of Yugoslavia who were so obviously anxious to buy it? 


QuEsTION: Was not the economic trouble due to the uneven 
distribution of the human race over the earth’s surface ? 


Dr. Ernzic said that he had particularly admired the lecturer’s 
detachment and was willing, himself, to plead guilty to the indictment 
of having presented only one side of the case. This was because in 
order to arouse interest in a matter it was necessary to feature only 
one side of it. Now, however, interest had been aroused, and the time 
had come for more detached observation. 

It should be remembered when considering the problem of British 
assistance to South-Eastern Europe that what mattered was not 
quantities, but gestures and principles. It was quite true that Great 
Britain could not compete with Germany in the sense of reducing her 
participation in Yugoslavian trade from 50 per cent. to, say, 30 per 
cent. and increasing British participation from 24 to, say, 224 per cent. 
A small alteration might be made, but no change in the fundamental 
situation, and the same was true of the other countries in this area. 
On the other hand, any effort by Great Britain to increase her trade 
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in the Balkans would be immensely appreciated quite out of proportion 
with the actual result. For instance, in October last the Food Defence 
Department in Great Britain had bought two hundred thousand 
tons of Roumanian wheat. Proportionately this was a very small 
quantity, and yet he was convinced that this had made all the difference 
between Roumania entering the German orbit and resisting German 
penetration. For this reason a conflict with the Ottawa Agreement 
could not arise out of increased British trade in South-Eastern Europe, 
because the quantities necessary to be imported into Great Britain 
were relatively negligible so far as British trade was concerned. In 
any case there was the necessity for building up commodity reserves 
for war purposes, and if only part of these orders were diverted to 
South-Eastern Europe, nothing would be lost, and such a gesture 
might make all the difference to these countries. They were simply 
looking towards Great Britain to see whether she would be willing to 
co-operate with them in any way, or whether the Munich Agreement 
meant that she had washed her hands of South-Eastern Europe. If they 
felt that some interest in their affairs was felt in Great Britain, they 
would continue to resist the German penetration. Otherwise they 
would come to the conclusion that the best thing to do would be to 
come to terms with Germany. 


Mr. W. V. EMANUEL said that some of the countries in the far 
eastern corner of South-Eastern Europe, such as Turkey, for example, 
received a large number of German experts, who were a form of 
German export. These undeveloped countries had a great need of 
experts for the building of roads and railways and other engineering 
work, and the result of this influx of German technicians had been that 
the peasants had become accustomed to the Germans. A reason for 
this was that the German experts were usually a good deal cheaper 
than British experts. He had heard, however, that lately Polish 
experts had been willing to go to these countries for even less money. 
Recently there had been a great influx of German governesses to Greece 
and this was important, because before the War nearly every educated 
Greek had had an English governess. Happily the new Turkey had 
lately received quite a number of British experts in connection with her 
new construction work in the Mediterranean, the Black Sea, and the 
Sea of Marmora. Would it be possible to facilitate the export of more 
British experts abroad ? 


PROFESSOR FISHER said that it should be realised that the German 
trade drive in South-Eastern Europe was not essentially recent history. 
Although somewhat exaggerated importance had been given to Dr. 
Funk’s visits in October 1938 the present German policy dated from 
at least 1934, the first trade agreement with Yugoslavia being made in 
the May of that year. In 1936 Dr. Schacht had done rather more 
extensively what Dr. Funk had done in 1938. It was fairly true to say 
that at present German economic relations with this part of Europe 
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were no different from what they had been before Munich, although 
the feeling was certainly different. 

Concerning a credit to Roumania or to any other country, each case 
should be treated on its own merits. Quite possibly British traders 
would do better, even from their own rather limited point of view, 
to take more risks than they had been disposed to do in the past, but 
on the whole it was much more important to face the problem of an 
extension of markets for the Balkans, for their products, than to be 
concerned with giving credits to the Balkan countries. If the markets 
for those countries were extended, then the question of credits being 
given to them would to some extent automatically solve itself. As to 
why British manufacturers did not trade with Yugoslavia, in some 
countries, certainly in South-Eastern Europe, British exporters did 
want an assurance of repayment of a kind which apparently it was 
sometimes difficult to obtain. The more fundamental reason was that 
the people of Yugoslavia could not get a Central Bank permit to 
import British goods, and the reason for this was that there was not 
sufficient sterling for the purpose, and this, in turn, was because Great 
Britain had not bought enough Yugoslav goods, which again brought 
the matter back to what was the most important point, at least from 
a short-term view. 

It was true that although such things as the British purchase of 
Roumanian wheat were too small to make much difference to a long- 
term policy, they did count in a short-term policy, and satisfaction 
was felt by the Balkan countries at having some indication of British 
interest. They did feel now that rather an unfavourable wind was blow- 
ing round them, and it would help them to resist if they were assured 
of some British interest, shown in however small a way, in their fate. 

There was no doubt that the uneven distribution of the human race 
over the earth’s surface was responsible for part of the present difficulty. 
The rate of increase of population in such countries as Yugoslavia was a 
matter of considerable concern to those responsible for the economic 
development and welfare of the country. Obviously, however, only 
long-term policy could affect an issue of this kind. 

There certainly was a disproportionate number of German experts 
employed in the Balkan countries, but in many other countries there 
was an equally large number of British experts, and although this was 
an interesting fact, it was not of first importance in considering the 
trade situation. 

The question as to whether Germany’s successes were due to her 
having a State-controlled economy and whether a free economy would 
be able to compete with her in any way might be considered from either 
a long-run or a short-run point of view. But while it was interesting 
to consider whether in the long run a controlled economy might or 
might not have competitive advantages, it would be a pity to ignore 
the fact that from a short-term point of view something could be done 
by Great Britain to loosen a little the bonds which held these countries 
to the Nazi policy, without any necessity for raising the broader issue. 
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THE REPORT OF THE PALESTINE 
PARTITION COMMISSION ' 


Sir JoHN WoopHEAD, K.C.S.I., C.LE. 


It is rather less than eighteen months ago that the late Earl 
Peel addressed you on the question of the Palestine Royal Com- 
mission. To-night it is my privilege to speak to you on the 
subject of another Palestine Commission, the Palestine Partition 
Commission. Partition had been recommended by the Royal 
Commission, over which Earl Peel presided, as the best solution 
that they could put forward for the deadlock in Palestine, and 
in March last we were appointed, my colleagues and I, as a 
technical Commission to consider in detail the practical possi- 
bilities of a scheme of partition. The Royal Commission had 
given only a rough outline of the boundaries under their plan, 
and the first task, therefore, to which we had to apply ourselves 
was to draw those boundaries exactly. Having completed those 
boundaries, we obtained a plan of partition which reproduced 
the Royal Commission’s plan, the plan which we called Plan A.? 
In drawing those boundaries more exactly we had to make 
certain changes; the main changes were these. First, the 
boundary of the Jerusalem enclave had to be extended on the 
north, and, secondly, changes had to be made in the boundary 
of the Jewish State south of Tulkaram and in the boundary 
of that State along the Valley of Jezreel in order to provide a 
suitable defensive boundary. Apart from those changes, the 
plan, which we called Plan A, followed closely the Royal 
Commission’s rough outline. 

Our terms of reference required us to recommend boundaries 
for the Arab and Jewish areas which would include the fewest 
possible Arabs and the fewest possible Arab enterprises in the 
Jewish area, and vice versa. When the population and land 
figures for Plan A had been extracted, it was clear that while the 
Arab State complied with those requirements, the Jewish State 
did not. The number of Arabs in the Jewish area was very large, 
being about 295,000, as against 305,000 Jews. The area of the 

1 Address given at Chatham House on December 6th, 1938; Mr. Clement 


Jones, C.B., in the Chair. 
* For outlines of Plans A, B, and C see opposite page. 
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Arab land was also large, out of a total of about 5,000,000 
dunums?! the Arabs owned more than 3,750,000 dunums. The 
Royal Commission recognised that the problem created by this 
large Arab minority would be a serious hindrance to the suc- 
cessful operation of partition, and they proposed that it should 
be solved by the transfer of the greater part of those Arabs from 
the Jewish State to the Arab State. They hoped that it would 
be possible by means of irrigation to provide land in the Arab 
State for the re-settlement of this large number of Arabs, and 
they contemplated that, with the consent of the Arab leaders, 
the transfer of the Arabs from the plains should in the last resort 
be compulsory. His Majesty’s Government had, however, before 
we were appointed, announced that they had not accepted the 
proposal for a compulsory transfer, and the Jewish witnesses 
who appeared before us made it clear that Jewish opinion would 
also be opposed to any degree of compulsion. The first question 
we had to consider, therefore, was whether the problem pre- 
sented by this large Arab minority could be solved by the volun- 
tary transfer of the Arab population. The conclusion we reached 
was that it could not be solved in that manner. 

We considered that question in two parts: first, was land 
available for the re-settlement of the large number of Arabs 
involved? Secondly, if land were available, would the Arabs be 
willing to migrate? There are large areas of thinly populated 
country, first, in the Beersheba Sub-District—that is, in the 
southern part of Palestine—the Beersheba Sub-District is almost 
equal in area to half of Palestine; secondly, in the Jordan valley, 
south of the Sea of Galilee and north of the Dead Sea; and, 
thirdly, in Transjordan; and it was in these areas that the 
Royal Commission hoped it would be possible, by means of 
irrigation, to provide land for the re-settlement of the Arabs. 
£90,000 were sanctioned, £60,000 being provided by His Majesty’s 
Government, for hydrographic surveys in these areas. Work 
began in January 1938, and although the fear of Arab attacks 
prevented the experiments being completed, well-boring experi- 
ments having to be closed down in August, sufficient progress 
was made to enable conclusions to be drawn as regards the 
amount of land which was available. 

In Beersheba the well-boring experiments were extraordinarily 
disappointing, and the results furnished little hope that this 
large area, which now supports only about 60,000 Bedouins, 
would be able to support a larger agricultural population than it 


1 A dunum is about a quarter of an acre. 
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does to-day. Apart from irrigation by wells, dry farming may 
have possibilities, but until dry-farming methods had been fully 
investigated, we felt it would be unwise and entirely premature 
to assume that the Beersheba Sub-District afforded scope for the 
settlement of a large number of Arabs. 

In the Jordan Valley investigation showed that there was 
little hope of an extension of cultivation by means of wells or by 
using the water from the perennial streams which flow into the 
Jordan from the Transjordan side, and it was clear that if large 
areas in this valley were to be brought under cultivation, water 
for irrigation would have to be obtained from the Sea of Galilee, 
the River Jordan or the Yarmukh River. The Yarmukh River 
is a tributary of the Jordan; it flows through Syria and joins 
the Jordan just south of the Sea of Galilee. Here, however, 
we were met by difficult and complex problems. The first 
arose out of the absence of any agreement with Syria as 
regards the utilisation of the water of the Yarmukh. It would 
be obviously unwise to base irrigation projects on the utilisation 
of the waters of the River Yarmukh if Syria should assert a first 
claim to those waters. The second difficulty arose out of the 
rights possessed by the Palestine Electric Corporation over the 
waters of the Sea of Galilee, the Jordan and the Yarmukh Rivers. 
The Corporation have an electric power-station just south of the 
junction of those two rivers, and by their concession they are 
entitled to the use of the water flowing out of the Sea of Galilee 
and flowing down the River Jordan and the River Yarmukh. 
The third difficulty was the effect of the abstraction of a large 
quantity of water from the River Jordan on the level of the 
Dead Sea. The River Jordan flows into the Dead Sea, but 
nothing flows out of it. The amount of water put into the Dead 
Sea by the River Jordan is equal to the amount of water which 
escapes from that Sea by evaporation, and the difficulty which 
met us was that if large quantities of water were abstracted 
from the River Jordan for the purposes of irrigation, the level of 
the Dead Sea would fall and the operations of the Palestine 
Potash Company, which works a concession in connection with 
the Dead Sea, would be affected. The conciusion we came to 
was that even if these difficulties were overcome, even if they 
could be solved, if irrigation canals should prove to be prac- 
ticable, the engineering problems were considerable, and if 
means could be found to finance the cost, in the region of 
several millions of pounds, the additional agricultural population 
for which provision could be made would not be more than 
No. 2.—VOL. XVIII. G 
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about 50,000 persons. An alternative to irrigation by canals 
would be irrigation by pumping from the Jordan. That, how- 
ever, would irrigate a much smaller area, and again on the most 
optimistic view the additional agricultural population, for which 
land could be provided, would not be more than about 18,000 
to 19,000 persons. 

We also examined the possibility of finding land in Trans- 
jordan. Transjordan falls into two zones, one called the rain-fed 
zone, which extends from the northern boundary to a point 
some distance south of the Dead Sea, and the other called 
the dry zone, the desert. The rain-fed zone is very small— 
about 8,000,000 dunums. The dry zone is unfortunately very 
large—about 80,000,000 dunums, ten times the size of the rain- 
fed zone. The rain-fed zone is already occupied by the popula- 
tion of Transjordan, and there are clear indications that there is 
land-hunger among the people living in that zone. In the dry 
zone, the desert area, well-boring experiments, unfortunately, 
have been uniformly unsuccessful, and there appears to be little 
likelihood of that enormous area of desert land supporting a 
larger population than it does to-day. 

Our final conclusion as regards these three areas, the Beer- 
sheba Sub-District (often called the Negeb), the Jordan valley, 
and Transjordan, was that, even on the most optimistic basis, 
land was not available for the re-settlement of more than a mere 
fraction of the Arabs involved, and that it would be mere specula- 
tion to assume that land would become available for even that 
small fraction. 

But supposing land were available, the question still remained, 
would the Arabs be prepared to migrate in order to make way for 
the Jews? It seemed to us extremely unlikely that they would. 
Like all peasants, they are deeply attached to their homelands. 
Further, the lands they now occupy are the most fertile and the 
best watered in Palestine. On the contrary, the lands in the 
Beersheba-Sub-district and the Jordan valley have a scanty and 
uncertain rainfall, and cultivation in those areas must depend 
almost entirely on irrigation. In any event, it seemed improb- 
able, having regard to the feelings of the Arabs towards the 
Jews, that the Arab cultivators would be prepared to migrate in 
order to make space for the Jews. 

We next investigated the possibility of finding a solution of 
this Arab minority problem by means of excluding from the 
proposed Jewish State an Arab area, and that brought us up 
immediately against the problem of the inclusion of Galilee in 
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the Jewish State. By Galilee, I mean the northern portion 
of Palestine bounded on the east by the escarpment overlooking 
the Huleh Basin, on the south by the southern edge of the 
Galilee hills and on the west by the Mediterranean. It is 
very largely a hill country—in fact, entirely a hill country 
except for the plain along the Mediterranean. Galilee is entirely 
Arab. Out of a total population of over g0,000 there are less 
than 3000 Jews, and the great majority of those Jews live in the 
town of Safed. The Jews also own very little land in Galilee, 
practically none. We had little hesitation in coming to the 
conclusion that Galilee should not be included in the Jewish 
State. The Arab population is strongly opposed to such a 
measure, and it would have been impossible to justify using 
force, and a great deal of force would have been necessary, to 
compel this large body of Arabs, in what is a purely Arab area, 
to accept Jewish rule. The inclusion of Galilee in the Jewish 
State would, we thought, have created a minority problem which 
would have endangered not only the safety of that State, but 
also the prospect of securing in the future friendly and harmonious 
relations between Arabs and Jews in the Middle East. 

Having reached the conclusions, first that the Arab minority 
problem could not be solved by a transfer of the Arab population, 
and secondly that Galilee must be excluded from the Jewish 
State, it followed that we were unable to recommend the 
adoption of the Royal Commission’s plan of partition. 

Our next step was to examine what we called Plan B. Plan B 
is the Royal Commission’s plan with the exclusion from the 
proposed Jewish State of Galilee, and also of a small area at the 
southern extremity of that State. There was no difficulty as 
regards the political destination of the small area on the south— 
that obviously had to be included in the Arab State—but the 
political destination of Galilee raised serious problems. As you 
notice, Galilee dominates the plains to the east and south, and if 
Galilee were to pass under Arab control, the Jewish State would 
be very vulnerable to attack. The sectors of the Jewish State 
on the east and south of Galilee would be dominated by the 
Arabs in Galilee. Also those sectors would be surrounded by 
Arab States, the Arab State to the north and south and, of 
course, Syria to the east. Further, the military authorities had 
told us that, in case of war, Haifa would be untenable if Acre 
were in hostile hands. That meant that if Haifa were in the 
Jewish State, Acre could not be in the Arab State. For these 
reasons, we were driven to the conclusion that Galilee, although 
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it could not be included in the Jewish State, could not be included 
in the Arab State, and if it could not be included in either the 
Jewish or the Arab State, there was only one course left, that 
was that it should remain under Mandate. But here we were 
up against another difficulty. A permanent Mandate, with no 
provision for its termination, appeared to be inconsistent with 
the provisions of Article 22 of the Covenant of the League of 
Nations. Apart from this, it seemed to us to be fundamentally 
wrong that the Jews in the plains to the east and south of Galilee 
should be given their independence while the Arabs in Galilee 
should be refused theirs in order to ensure the security of the 
Jewish State. In view of the majority of the Commission, the 
problems created by Galilee were fatal to Plan B. 

Having come to the conclusion that neither Plan A nor Plan B 
was acceptable, we, the majority of the members of the Com- 
mission, put forward an alternative which we called Plan C. 
Under that plan Palestine falls into three parts : first, a northern 
part which we proposed should be retained under Mandate, and 
which includes Galilee and the plains to the south and east; 
secondly, a southern part, which we also recommended should 
be retained under Mandate and which corresponds roughly 
to the Sub-District of Beersheba; and thirdly, a central area, 
which was the only part of Palestine we considered could be 
partitioned without injury to either Arabs or Jews. This central 
part is divided into the Jewish State—a very small Jewish 
State—the enclave round the Holy Places of Jerusalem and 
Bethlehem, and the Arab State. You will notice that the Jewish 
State is very much smaller under this plan than under either 
Plan A or Plan B. The Arab State is also smaller because it has 
lost the Beersheba Sub-District. 

Several reasons led us to the conclusion that the northern 
area could not be partitioned. First came Galilee. Galilee is 
always cropping up. Galilee could Metbe put into the Jewish 
State without injury to the Aravs of Galilee, nor could it be 
placed in the Arab State without endangering the Jewish colonies 
in the plain of Esdraelon, the plain of Jezreel, and the Huleh 
Basin, Secondly, the plains alone could not be put into the 
Jewish State, nor could the whole of the northern area—Galilee 
and the plains—be put into the Arab State without injustice to 
the Jews; it would have been impossible to place the Jewish 
colonies in the plains of Esdraelon and Jezreel, and the Huleh 
Basin under Arab domination. And thirdly, the majority of us 
were convinced that the port of Haifa, the only deep-water port 
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on the coast of Palestine, could not be included in the Jewish 
State without injury to Arab interests, and could not be included 
in the Arab State without detriment to Jewish interests. 

As regards the southern area the considerations which weighed 
with us were rather different. If the Beersheba Sub-District— 
the Negeb—were now included in the Arab State, that would 
mean that the Jews would be deprived of all opportunity of 
developing and settling in that large and thinly populated area. 
As I have explained, Beersheba is practically half of Palestine. 
It falls into two parts, one which we called the occupied portion, 
and which lies north and west of a line drawn approximately 
from Al Auja north-west through Asluj and Kurnub—this is 
cultivated by the Bedouin, who, as I have said, number only 
about 60,000; and another which we called the unoccupied 
portion, and which comprises the whole of the area south and 
east of this line—this portion is uninhabited except for a few 
Bedouin who graze their cattle there at certain seasons of the 
year. Although the prospects of Jewish settlement in this large 
area, in either the occupied or the unoccupied area, were very 
slender, it seemed to us to be wrong at the present moment to 
take action which would have the effect of depriving the Jews of 
all opportunity of developing and settling in the area. On the 
other hand, it was impossible to place the occupied area, with its 
60,000 Arabs and no Jews, in the Jewish State without con- 
travening our terms of reference; and as regards the unoccupied 
area, we thought it undesirable to place it under either Arab or 
Jewish rule at the present juncture. These were the reasons 
which weighed with us in deciding that the northern and the 
southern areas could not be partitioned. 

But, having reached the conclusion that those two areas 
should be retained under Mandate, further questions arose. How 
long should they be retained under Mandate, and under what 
conditions? Those were important questions; for it would cer- 
tainly have been a profound mistake to have left Jews and 
Arabs uncertain whether in a few years’ time either of them 
might be subjected against their will to the political domination 
of the other. That is one of the problems of Palestine: the 
political domination of the Arabs by the Jews, and the political 
domination of the Jews by the Arabs. We excluded a permanent 
Mandate with no provision for its termination, on the ground 
that such a Mandate would be contrary to the provisions of 
Article 22 of the Covenant of the League of Nations. The solution 
we proposed for the northern area was that the Mandate should 
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continue until the Arabs and the Jews in that area agreed to ask 
that it should be surrendered and the area given its independence 
either as part of an existing Arab or Jewish State or as a separate 
Palestinian State. We made, however, reservations as regards 
Haifa and Acre. Haifa is of extreme importance from the point 
of view of the Mandatory Power, charged as that Power will be 
with the defence of the Holy Places at Jerusalem and Bethlehem 
and, by treaty, with the defence of the two States against external 
aggression. As regards Haifa and Acre, we made this reserva- 
tion, that independence should only be granted to those two 
towns, along with suitable defensive boundaries, if that could be 
safely done having regard to the special responsibilities of the 
Mandatory for the protection of the Holy Places and the two 
States against external aggression. 

As regards the southern area, we recommended that the 
Mandate should continue for at least ten years, and that no 
independent State should be set up in opposition to the wishes of 
the minority, unless the minority were so small that its wishes 
ought not to be allowed to prevail. And in order to prevent any 
misunderstanding on the part of the Bedouin of that area, we 
also suggested that the occupied area—that is, the area which is 
now cultivated by the Bedouin—should in no case be made an 
independent State if the majority of the Bedouin objected. 

By these measures we hoped to assure both the Jews and the 
Arabs that neither would, without their consent, be subjected to 
the political domination of the other. 

There were also other questions we had to consider as regards 
the Mandated areas: questions relating to Jewish settlement and 
Jewish immigration. Having regard to the small area of the 
Jewish State under Plan C and the obligations to the Jews under 
the Balfour Declaration, we considered it necessary that suitable 
provision should be made for the continuation of Jewish immigra- 
tion into the Mandated territories. On the other hand, we were 
convinced that the Arabs’ fear of economic domination by the 
Jews was real, and that if Jewish immigration were to continue, 
we must devise measures, expressed in precise and not general 
terms, that would remove any reasonable foundation for the 
continuance of this Arab fear of economic domination by the 
Jews. 
In the economic field it is the acquisition of agricultural land 
by the Jews which has provoked the greatest resentment among 
the Arabs. They view with extreme distrust the amount of land 
which has passed into Jewish hands, and they fear that, having 
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regard to the capital which the Jews can command and the 
prices they are prepared to pay, more and more land will pass 
under Jewish control. They also realise that land which has 
been purchased by the Jewish National Fund can never be resold 
to Arabs, and that Jews who are settled on that land are by their 
leases prohibited from employing Arab labour. To remove that 
fear of economic domination by the Jews, we thought it was 
necessary that the Jewish purchases of land in the Mandated 
areas should be controlled. For the northern area we proposed 
that in Galilee the purchase of land by the Jews, by a Jew from 
a non-Jew, should be prohibited, that this prohibition should not 
be reviewed until the expiry of ten years, and that after the 
expiry of this period it should not be relaxed or withdrawn 
unless the Arabs agreed. In the remainder of the northern area 
we drew a distinction as regards the Haifa industrial area and any 
other urban area which might be specially notified by the Govern- 
ment ; we drew a distinction between urban areas and rural areas. 
In the urban areas we saw no reason why the Jews should not 
be allowed to purchase land freely. In the rural areas we recom- 
mended that the transfer cf land to Jews should be prohibited 
except with the approval of the Government, and that that 
approval should be given only if certain conditions were fulfilled. 
The main set of conditions was that the Government should be 
satisfied that the iand was capable of carrying a larger population 
than it does to-day, that adequate provision should be made for 
the re-settlement of the cultivators already living on the land, 
and that, except where this appeared to be impracticable, any 
surplus land which might result from development, should be 
shared equitably between the Arabs and the Jews. 

That was the negative side of control so far as the northern 
area was concerned; the same conditions were proposed for the 
Jerusalem enclave. But we considered it was not adequate 
simply to control Jewish purchases of land. We thought it 
essential that Government should also adopt a more vigorous 
policy towards land development, and in that connection we 
suggested that the Government of Palestine should spend more 
money. We contemplated that these additional funds should be 
provided by His Majesty’s Government because the Palestine 
Government is not in a position to finance this expenditure. 
These funds would be devoted to land development, the primary 
object of which would be the settlement of Jews on the land. 
Although this would be the primary object, the development 
programme would be so arranged as to benefit both Arabs and 
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Jews. The programme would consist not only of land-develop- 
ment schemes, such as drains, irrigation works, roads and bridges, 
but also of schemes for agricultural education, agricultural 
research and experiment. In all we recommended that His 
Majesty’s Government should provide for non-recurring expendi- 
ture the sum of £1,000,000, and for recurring expenditure £75,000 
a year for ten years. 

As regards the southern area, the Beersheba Sub-District 
(Negeb), it was not so easy to make definite recommendations ; 
for this area we put forward tentative proposals. As regards 
what we termed the unoccupied area,! we saw no reason why 
the Jews should not be allowed, if they wished, to develop 
that area as far as they possibly could, of course, subject to 
Government control and Government supervision. As regards 
the occupied area, the position was not so simple. We considered 
that, first, the transfer of land to Jews should be prohibited; 
secondly, that the survey and settlement of the area should be 
completed as soon as possible (until it had been surveyed and 
settled no land should be sold to the Jews); and, thirdly, that 
further experiments should be made into the possibility of 
developing the land by irrigation from wells, by the conservation 
of surplus rain water and by dry-farming methods. If, as a 
result of these experiments, it was proved that the land could 
carry an additional population, then, when adequate provision 
had been made for the existing Bedouin (these Bedouin are 
extraordinarily poor and live under miserable conditions) to 
enable them to live decently, purchases by the Jews should be 
permitted under Government control. 

Immigration goes hand in hand with land settlement. We 
recognised that in view of the large areas which under Plan C 
would fall under mandatory control, it was necessary to make 
special provision for Jewish immigration. We contemplated that 
so far as immigration from outside what is now Palestine and 
Transjordan was concerned, preference should be given to the 
Jews, and that other immigrants should be rather the exception 
than the rule. We also suggested that, as recommended by the 
Royal Commission, the number of immigrants should be decided 
not only on economic grounds, but also on political, social and 
psychological grounds. 

I next come to one of our most important terms of reference, 
the one which required us to recommend boundaries which would 
enable the Arab and Jewish areas to be self-supporting. It was 


1 See p. 177 above. 
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a difficult and complicated task—the burden of which fell very 
largely upon the willing and very capable shoulders of Mr. 
Johnson, the Treasurer, and his assistant—to work out the bud- 
getary forecasts of the different areas. The figures, when they 
were obtained, were extremely startling and very disconcerting. 
What they showed was this: excluding any provision for defence 
and any provision for increased expenditure consequent on parti- 
tion, the financial effect of partition under Plan C would be that, 
while the Jewish State would have an annual surplus of about 
£600,000, the deficit on the Mandated Territories would be about 
£450,000, and that on the Arab State £550,000, or if Transjordan 
were included, £600,000. Those were startling figures. The 
explanation of the great difference between the financial position 
of the Jewish State on the one hand and the Mandated Areas and 
the Arab State on the other is to be found mainly in two factors. 
First, the average per capita rate of contribution to tax revenue 
by the Jews is very much higher than that by the Arabs; and 
secondly, the Jews form the great majority of the population of 
the Jewish State, whereas in the Arab State there are practically 
no Jews, and in the Mandated Areas the Jewish population is 
only 25 per cent. of the total population. The distribution of 
customs revenue illustrates this very clearly. In the estimates 
for the present year the customs revenue forms 65 per cent. of 
the total tax revenue of Palestine and, out of a total estimated 
customs revenue of about £1,800,000, the share of the Arab State 
worked out at only £213,000, whereas that of the Jewish State was 
estimated at £850,000. Again, if you turn those figures into per 
capita figures, the rate of contribution to customs revenue amongst 
the inhabitants of the Arab State works out at less than Ios., 
whereas amongst those of the Jewish State it works out at £3, 
or six times more. 

There is also another reason for the poverty of the Arab 
State, and it is this: the greater part of the Arab wealth of 
Palestine lies outside the Arab State, and that must be so under 
any plan of partitition which is based upon the inclusion in the 
Arab State of the fewest possible Jews and Jewish enterprises 
and on the creation of a mandated enclave for the Holy Places 
at Jerusalem and Bethlehem. The distribution of the citrus land 
under Plan C illustrates this point. The Arabs and the Jews 
possess almost an equal area of land under citrus. The Arabs 
own 143,000 dunums, but of those only 41,000 dunums are in the 
Arab State; the position is practically the same under Plans A, 
B, and C. Out of 143,000 dunums of Arab citrus land only 
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41,000 dunums are within the Arab State, and the rest fall either 
within the Jewish State or the Mandated Area. 

The Royal Commission foresaw the possibility that the Arab 
State would have a deficit, and they proposed that the Jewish 
State should make a subvention to the Arab State. That pro- 
posal was not received with enthusiasm by either Arabs or Jews; 
the Arab Press rejected it with scorn. We felt we could not 
recommend it. We found it difficult to subscribe to the reasons 
given in support of it by the Royal Commission, but, apart from 
that, it seemed to us that a subvention of that kind, a permanent 
subvention by one State to another, by one independent State to 
another, instead of bringing peace and good will, would be more 
likely to provoke resentment and humiliation on both sides. 
We also thought that experience pointed to the conclusion that 
such an arrangement was not likely to endure for long, and 
could not prudently be made the foundation of a permanent 
settlement, and in any case the deficit was so large—{550,000— 
that it could not be made up by any subvention which could be 
reasonably demanded from the Jewish State. 

The result of all this was that we were forced to the conclusion 
that it was not possible under our terms of reference to recom- 
mend boundaries which would offer a reasonable prospect of the 
eventual establishment of a self-supporting Arab State, and this 
conclusion appeared to be equally valid under any scheme of 
partition, under Plan A, B, or C. In fact, if partition were to 
be carried into effect, there was no alternative but that Parlia- 
ment would have to be asked to provide the necessary funds to 
meet the deficit on the Mandated Areas and the Arab State. 
It was estimated that this deficit, exclusive of the cost of defence, 
would amount to about {1,250,000 a year, that is, for both the 
Mandated Territories and the Arab State; and as against this 
deficit the Jewish State would have a surplus of about £600,000. 

We gave considerable thought to the problems presented by 
customs and tariffs. Those were specifically referred to in our 
terms of reference. The Royal Commission had regarded tariffs 
as a crux of partition, and considered it essential that a 
commercial convention should be concluded embracing the two 
States and the Mandated Territories with a view to establishing a 
common tariff over the widest possible range of articles. We 
agreed, and endorsed that view, but we went further. We took 
the view that it was essential that the three areas—that is the 
Arab State, the Jewish State and the Mandated Territories— 
should constitute a single customs union. Our reasons for that 
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conclusion were two: first, we considered that the economic 
survival of the Arab State depended upon its having access to 
markets outside its own area. Under Plan C these markets lie 
inside the Mandated Territories, at Jerusalem and Haifa. The 
Arab State, being entirely agricultural, possesses a considerable 
amount of surplus agricultural produce, and the only areas in 
which markets can be found for that surplus produce are outside 
that State. The second reason was this: that if the Jewish 
State under Plan C were to provide employment for a large 
additional number of Jews, it would have to expand industrially, 
and it was impossible for such a small state to expand indus- 
trially unless it was assured of a market outside its own borders, 
a market in the rest of Palestine—that is, in the Mandated 
Territories and in the Arab State, including Transjordan. 

(I might digress here for a moment as regards the distribution 
of the Jewish population. The Jewish population in Palestine 
amounts to about 400,000. Out of that number, 140,000 people 
live in one town, the town of Tel-Aviv, over 70,000 live in the 
town of Jerusalem, and a further 50,000 in the town of Haifa, 
That is, the three towns of Tel-Aviv, Jerusalem and Haifa have 
a Jewish population of, at least, 260,000 between them. Of the 
total Jewish population the portion which is supported directly 
by agriculture is small. Only 56,000, according to the figures 
given by the Jewish census of agriculture of 1936, are dependent 
directly upon agriculture for a living. The rest are either domi- 
ciled in the towns (in the urban areas) or are persons who live by 
industrial pursuits in the agricultural settlements.) 

As a customs union would give the Jewish State an assured 
market in the whole of Palestine and Transjordan, we thought it 
would not be unreasonable to require the Jewish State, in return 
for that advantage, to sacrifice a portion of its customs revenue, 
with a view to improving the financial position of the Arab State. 
The pooling of the customs revenue had also another advantage. 
It would have enabled certain common charges, such as the charges 
on account of the Palestine Debt, charges on account of pensions 
attributable to pre-partition service, also the contribution made 
by Palestine towards the cost of the Imperial Empire Air-Mail 
Service, to be met out of a common fund, and it would have 
been a convenience if these charges could be so met after parti- 
tion. Unfortunately, however, we finally had to abandon the 
idea of a customs union because the form of the union would 
have had to be one in which the will of the Mandatory would 
have had to prevail, and that, of course, would have been incon- 
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sistent with independent Arab and Jewish States. The will of 
the Mandatory with regard to fiscal matters would have had to 
prevail, since the Mandated Territories, as I have explained, 
would not have been self-supporting: they would have had to 
depend upon a grant-in-aid by His Majesty’s Government, and 
His Majesty’s Government could not have been expected to agree 
to a scheme for a customs union which would have deprived 
them of the right to insist, on revenue grounds, on changes in 
the tariff applicable to those territories. Under a customs union 
the rates of customs duties would be determined by the majority 
view of the members of the union. The rates of duties so fixed 
might have affected adversely the financial position of the Man- 
dated Territories, and might have resulted in His Majesty’s 
Government being required to increase their grant-in-aid. For 
that reason we were compelled to abandon the idea of a customs 
union. 

As I said earlier, we were a technical Commission, appointed 
to investigate the practical aspects of partition. Apart from 
political difficulties, on which it was not our duty to advise, the 
practical difficulties, as I have explained, centred very largely 
around finance and economics. There were, of course, adminis- 
trative difficulties. For instance, the railway from Haifa would 
under Plan C have run first through Mandated territory, then 
through Jewish territory, after that again through Mandated 
territory, then again through Jewish territory, then through the 
Arab State, and finally once more through Mandated territory. 
Those administrative difficulties, although their existence could 
not be denied, did not, however, appear to us to be insuperable if 
there were a will to find a solution. The same difficulties have 
arisen, I believe, in Central Europe as a result of certain recent 
changes. But we could find no possible way of overcoming, within 
our terms of reference, the financial and economic difficulties. And 
our final conclusion was that on a strict interpretation of those 
terms of reference, we had no alternative but to report that we 
were unable to recommend boundaries which would afford a 
reasonable prospect of the eventual establishment of self-support- 
ing Arab and Jewish States. 

Commissions have often been described as falling into two 
categories One category includes those which submit a unani- 
mous report. The other category consists of those which fail to 
reach unanimity. We belong to the second category; we were 
not unanimous. One of my colleagues preferred Plan B to 
Plan C. But it was unanimously agreed that there was no 
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reasonable prospect, even under Plan B, of the eventual estab- 
lishment of a self-supporting Arab State. Another of my col- 
leagues, while he agreed that Plan C was the best we could pro- 
duce—admittedly it was not perfect, perfection in Palestine is a 
difficult thing to achieve—considered the practical difficulties far 
more acute than had been indicated in the main report, and took 
the view that partition was impracticable in every way. Com- 
missions also sometimes travel outside their terms of reference, 
and two members—I was one of the two—of the Partition 
Commission committed that “fault.” We suggested that it 
might be worth while considering a modified form of partition 
which we called economic federalism. I do not propose to pursue 
that idea now, the time is too short; whether that idea will bear 
fruit or not it is as yet too early to say. 

On the day on which our report was published, His Majesty’s 
Government issued a statement. It was to this effect: that 
after a careful consideration of the report, they had come to the 
conclusion that our examination had shown that the political, 
administrative and financial difficulties involved in the proposal 
to create independent Arab and Jewish States in Palestine were 
so great as to render that solution of the Palestine problem 
impracticable. So ends the proposal for solving the Palestine 
problem by partition involving the setting up of independent 
Arab and Jewish States. 


Discussion. 


PROFESSOR COUPLAND said that he would not try in the space of 
ten minutes to contest the lecturer’s case, especially as it was the 
terms of reference of this Commission he quarrelled with rather than 
its conclusions. His reason for speaking was to do justice to the 
memory of a man not present to speak for himself. Had Lord Peel 
lived, with his reputation for sound practical common sense, with his 
influence with Ministers and his platform in the House of Lords, the 
story of what had happened since might have been differently told. 
It was unfair to the memory of a man whom all Parties had regarded 
as a great public servant that it should be thought (and this was the 
type of misconception current in public opinion and in the House of 
Commons; it was to be hoped that it would be corrected in the House 
of Lords) that the Peel Commission had suddenly, at the last minute, 
been seized with the idea of partition, that they had hurriedly adopted 
it without facing up to its difficulties and thrown it at the Govern- 
ment, who, with unwise precipitancy, had been rather over-persuaded 
into accepting it owing to the clarity of the logic with which it had 
been put forward. The first part of this at least was utterly untrue. 
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The Commission had spent only six weeks of study in Palestine before 
the idea of partition had been considered and a memorandum on it 
circulated among its members. The report that the idea had been 
suggested from outside the Commission was quite false. During all 
the ensuing weeks this idea had been in their minds, and authoritative 
witnesses had been questioned formally and informally about it. At 
the end of their work in Palestine, after discussing their general 
reaction to all the evidence they had heard, the Commission came 
unanimously to the provisional conclusion, subject to further con- 
sideration in England, that partition was the only solution that offered 
a prospect of overcoming the deadlock in Palestine. 

Nor had the Royal Commission failed to face up to the difficulties 
of partition; they never denied they were great, but argued that 
those of any other policy were greater. If you were utterly con- 
vinced, as the Peel Commission had been utterly convinced, that 
peace could not be attained in Palestine without this preliminary 
surgical operation, then you had to have the courage of your convic- 
tions. The phrase had often passed between the members of the 
Commission, “‘ Where there’s a will there’s a way.” 

Two recent analogies seemed instructive. (1) Peace could not 
have been secured in Ireland without partition—a partition which 
would probably lead one day to the unity of that island. If it had 
been laid down as a condition of partition that there should be as 
few Catholics as possible in Northern Ireland, or if too much attention 
had been paid to the fact that Southern Ireland would lose the indus- 
trial area of Belfast, partition would not have taken place in Ireland 
and civil strife would have continued. (2) God forbid that Herr 
Hitler’s methods should be approved, but supposing it were to be 
agreed that the peace of Europe and of the world had to be bought 
at the price of partitioning Czechoslovakia, would it not then be 
necessary to agree that there must be a large Czech minority in 
Germany and that the rump of Czechoslovakia must be much poorer 
than the former Czechoslovak State had been? 

If the Government had firmly followed up its adoption of the Peel 
Report and mobilised all its diplomatic resources to bring pressure to 
bear upon the Arab States, it might have been able to convince them 
that the scheme of partition was at /east as much in their favour as it 
was in the favour of the Jews. Negotiation on the basis of the Peel 
Report would then have been possible. Adjustments could have been 
made with Syria and the Lebanon, something might have been done 
to meet the need of Iraq for development and population. Trans- 
jordan could have been brought into the picture. All such plans and 
adjustments, however, would still have left a substantial Arab minority 
in the Jewish State. Obviously this was unfortunate, but it had not 
seemed a tragedy to the Royal Commission. They had been convinced 
that the Arab minority in the Jewish State, once the operation had 
been carried through and wounds had begun to heal, would be 
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materially better off than the Arabs in the Arab State, and that the 
Jews, anxious to show how a minority should be dealt with, would 
treat them with the utmost justice and provide them with better 
social services than they would receive from their own people. 

Lord Peel had been a man of some financial experience, not dis- 
posed to throw either his own or the country’s money away; yet he 
had considered that it scarcely mattered what partition cost, since 
the expense to Great Britain of continued strife in Palestine would be 
far greater in the end. The Commission had thought it not unfair to 
propose a Jewish subvention provided they were willing to pay it. 
Of course they had not meant a permanent annual “ tribute.” A 
leading Jew had suggested that the subvention would be capitalised 
by raising a loan, and would be fully paid over in two or three instal- 
ments, which the Arab Government could use for capital expenditure— 
e.g., for building schools and hospitals and establishing funds for their 
maintenance. They had considered that the Arab State had no right 
in the circumstances to retain the high standard of social services 
which Jewish taxation had given them, and had contemplated some- 
thing between the existing level and the level of Syria. They now 
believed that the Jewish subvention would meet the gap. They had 
thought that the Jews, when that chance was offered to them, would 
be willing to perform an act of generosity which would startle the 
imagination of the world. They had thought, too, and they would 
think so still more to-day, that the Jews would be willing to pay 
almost any price to get an area into which they could send a sub- 
stantial number of Jews from Central Europe without delay. 

With regard to the British share in the financial settlement, Lord 
Peel and the whole Commission had considered that Parliament could 
well be asked for any reasonable sum which might bring to an end 
a state of affairs which was exhausting the resources of Palestine and 
putting an increasing burden on the British tax-payer. In their 
scheme the Mandated area had been very much smaller than that 
suggested by the present Commission. It had contained Jerusalem 
and for a period Haifa, two prosperous and growing towns, with a 
relatively small rural area. It had been rather a municipal than a 
colonial proposition. The taxable capacity of the urban commercial 
and industrial populations might be expected to increase with time 
and so lessen the need for external support. In the meantime the 
Commission had roughly estimated that it would be necessary to ask 
the British tax-payer for £250,000 a year, and Lord Peel and his 
colleagues had thought that they were entitled to ask for that, not 
only for the possibility of peace and the savings peace would bring, 
but also as the price of the immeasurable advantage of Great Britain’s 
strategic position in Palestine. Had Britain any right to enjoy 
that advantage without paying for it? And the price they had 
reckoned was no more than the interest on the cost of a single 
battleship. 
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Mr. LEONARD STEIN said that he had never been able to believe 
in partition in the form in which it had been proposed by the Royal 
Commission, which was partition involving the establishment in 
Palestine of two independent sovereign States. On the other hand, 
he had always believed that in the idea of partition there might be 
the germ of a principle which, properly applied, might form the basis 
of an ultimate solution. He therefore agreed with the Partition 
Commission that this first scheme was impracticable under the con- 
ditions at present existing, but he disagreed with the Commission’s 
report under two other aspects. He had been very disappointed with 
the type of compromise proposed by the Commission. Firstly they 
had proposed that the Jewish State proposed by the Royal Commission 
should be reduced by 75 per cent., and reduced to an area which 
would give the Jews just over g per cent. of the whole area of Western 
Palestine, exclusive of the almost uninhabited Beersheba district. In 
the remaining gI per cent. of the country what was the position of 
the Jews to be? To begin with, this wretched little area in Western 
Palestine was not really to be independent. It was to be forced into 
a customs union on highly unfavourable terms. It was to receive far 
less of the customs revenue than its appropriate share, and was to 
accept far more than its appropriate share of the liabilities of the 
Palestine Administration. Then in the other gi per cent. of Palestine 
the transfer of land to Jews was to be entirely prohibited in certain 
areas, and elsewhere severely restricted for a period of ten years. 
Sales of land were to be prohibited, not by reference to the interests 
of the vendor, but by reference to the identity of the purchaser; the 
prohibition was to be a prohibition of sales to Jews as such. Anyone 
else would be quite free to buy, no matter what his intentions might 
be. Even in the Mandated areas sales of land to Jews, except in 
certain urban areas, were to be allowed only under the severest restric- 
tions and were, in effect, to be subject to the arbitrary discretion of 
the local Administration 

To take another point. It was, at the present juncture, more than 
ever a vital necessity from the Jewish point of view that Palestine 
should be enabled to take in as many Jews as it could absorb. He 
did not mean to say that this was the only thing to be considered, or 
that the Jewish view must prevail, but, obviously, this was the aspect 
of vital interest to the Jews. Under the compromise suggested by 
the Woodhead Report gi per cent. of the area of Western Palestine 
was to be closed to Jewish immigration, except such immigration as 
might be allowed at the discretion of the local authorities, an arbitrary 
discretion to be exercised not only with regard to economic con- 
siderations, but also with regard to political and psychological con- 
siderations which at any given moment the local authorities might 
consider relevant. Again it was worth bearing in mind that this 
discretion would not be exercised under the terms of the present 
Mandate, but the terms of the Mandate would no longer operate in 
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connection with immigration, so that the discretion would be arbitrary 
in the fullest sense of the term. The scheme demanded concessions from 
the Jews going far beyond what could reasonably be asked of them. 


CoLonEL A. J. K. Topp said that he had no personal connection 
either with the Jews or with the Arabs. He was a British subject, 
and if there were any meaning in democracy, the British people were 
collectively responsible for their Mandate in Palestine. He had 
wondered many times whether Great Britain were functioning fairly, 
honestly and strongly in Palestine as the Mandatory Power. His 
fears had been confirmed by the lecturer who had given three reasons 
which made it well-nigh impossible to transfer Arabs from the Jewish 
State to Arab States. One was certainly outside the British ken, 
being in Syria; but the other two had been brought about by the 
direct action of the British Government, in granting the Rutenburg 
Concession and the Dead Sea Concession. As the Mandatory Power 
she should have considered when granting those Concessions whether 
they would work in the interests of the people of Palestine. 

Then, concerning the Balfour Declaration, had the British people 
ever heard the truth on this subject? In looking up the report of the 
Peel Commission, he had found stated on page two of that report 
that it was impossible to study the problem of Palestine without 
considering the history of the case, and it had even gone back two 
thousand years B.c. to give a clear picture. Then on page twenty it 
was stated that because the MacMahon Letters were twenty years old, 
they were not to be included in the terms of reference. Although 
those papers were of the utmost importance as evidence in considering 
this problem, never once had they been disclosed to the public. Cer- 
tainly MacMahon had said what he had intended to mean by those 
papers, but surely, when there was grave discussion as to their mean- 
ing, the papers themselves should be produced as possibly the most 
important evidence to be considered, not only by the Commission, but 
by every British subject responsible for the Mandate in Palestine. 


Mr. RICHARD PILKINGTON said that he personally, though with 
some reluctance, was in favour of partition in Palestine, but not 
partition as advocated by either the Royal Commission or the Partition 
Commission. The plan of the former created a Jewish State as an 
indefensible enclave surrounded by hostile Arab territory. The plan 
of the latter created a jig-saw puzzle which was impossible for strategic 
and general political reasons. Unfortunately, owing to their terms of 
reference, the later Commission had been unable to propose a form of 
solution upon which the lecturer might comment, and which was the 
following. Let the Jews have the Maritime Plain, where they were 
already densely settled; let the northern boundary to it be the natural 
geographical boundary, the great Carmel range pointing south-east 
from Haifa. In addition to this, let them have the whole of Southern 
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Palestine. This would give them a large compact strategic State 
surrounded by natural frontiers on all sides. The Arabs, on the 
other hand, would have their land contiguous with Transjordan and 
Syria. Another advantage was that this plan would make possible a 
Jewish corridor to Jerusalem from the south, and he agreed with 
those who said, What was Zionism without Zion? Then the impor- 
tant harbour of Haifa could be under Mandated control, but con- 
tiguous to and used by both States. There were two disadvantages : 
one was that it did put a large minority in both States, but if there 
were to be a minority it was better for there to be one in both States, 
so that transference could be an equal exchange. Secondly, the 
Negeb was very infertile, but if anyone were going to develop that 
land, it was the Jews, and not the Arabs, and with flooding, dry 
farming and the sinking of wells development should be possible. 


Mr. ARCHER Cust said that he did not think it was quite realised 
that at present there was a sub-war going on in Palestine, and there- 
fore some solution must be found which could be rapidly applied. 
His view, based on a number of years’ service in the country itself, 
was that there was something which could be done straight away. 
Mention had been made in the Woodhead Report of economic federal- 
ism. Political federalism could be introduced at once without any 
contravention of the Mandate. The boundaries of the Peel Com- 
mission, except for the Galilee hills and the Jerusalem corridor, were 
the most fair. It was impossible to draw strategic boundaries in a 
country the size of Palestine. The best safety for the Jewish area was 
for it to contain as few Arabs as possible. The Jews and the Arabs 
could then be told that they had at their disposal these autonomous 
areas or “cantons” whenever they wished. Great Britain would 
remain in control of the whole country, so that most of these questions 
of finance, customs, etc., would fall to the ground. The widest local 
autonomy could be given, and the peace should be kept by the Man- 
datory Power, who would retain the right to station its troops where 
it willed. In two years the French would be leaving Syria, and this 
would have a great effect on the problem in Palestine. Then the 
Arabs should be encouraged to join with their countrymen in Syria, 
Great Britain should retain control of a small enclave round Jerusalem, 
and Bethlehem, and of Haifa which was now part of her imperial 
communications. The Jewish area would either federalise itself 
into a great Arab federation or eventually it might become a self- 
supporting State fully independent. This form of federal autonomy 
could and should be introduced immediately, and it was to be hoped 
that the British Government would take this line. 


Miss FREYA STARK said that she spoke as a British subject, not as a 
pro-Jew or as a pro-Arab. One speaker had said that no price was 
too great to pay for the strategic safety of Haifa. Its value was very 
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much in its character of a terminus. It was the terminus of the big 
pipe line which went through many hundred miles of Avab country, and 
was the terminus of the air route to India which had landing-grounds 
in many Arab lands. The vital and fundamental concern to Great Britain 
as the greatest Moslem Empire in the world, was that the Moslems 
outside Palestine should feel the justice of any future settlement. 

It had been said, (1) that the Arabs would never combine and 
(2) that those living outside Palestine took very little interest in the 
matter. The first point was doubtful: what seemed impossible to-day 
might become possible in ten or twenty or fifty years’ time. In the 
last generation many new nationalisms had sprung up, and nationalism 
was in the air at present. But that there was no interest in Palestine 
outside that country was quite untrue. She had spoken in little Arab 
tents and in Southern Arabia and in the cities of Iraq, and every- 
where the one bar to understanding and sympathy with Great Britain 
at the present moment was the question of Palestine. Therefore it 
was vital that any agreement which was made should be in sympathy 
and co-operation with the Arab powers who were coming to London 
and whose verdict would rule Moslem opinion in general and other 
considerations might well be made subordinate to this, because 
Great Britain was by her position in the world peculiarly dependent 
on Moslem opinion. 


Str Laurie HAMMOND said that he still regarded it as a great 
honour to have served on the Royal Commission. Their report had 
met with a remarkable success both from the Press and from Par- 
liament. He would like to refer especially to the comments of Mr. 
Winston Churchill. In 1937 he had spoken of “this magnificently 
written document, the result of months of enquiry by men of very 
high ability and character, which should be treated with proper 
respect and consideration.’’ Some sixteen or eighteen months later 
he said that, looking back, one could not help but be astounded at 
the ready acceptance of “this grotesque proposal,’”’ ‘“‘ this scheme 
which amounted to the most perfect recipe for the breeding of organised 
civil war.’”’ A great change had evidently taken place. It was Mr. 
Churchiil who had coined the phrase ‘‘ economic absorptive capacity,” 
and he had found no one either in Palestine or among the witnesses 
before the Royal Commission who could properly define it. Mr. 
Churchill had said that he thought it should include political 
considerations. Mr. Churchill had put forward an alternative 
scheme, which was that Jewish immigration should be limited for ten 
years, so that at the end of that period it should not decisively alter 
the balance of the population as between Arab and Jew. The growth 
of the Arab population would increase owing to the animating and 
fertilising influence of the Jews. The Partition Commission had 
evidently given up economic absorptive capacity in favour of Arab 
fecundity. The more Arab babies there were, the more Jews could 
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enter the country. What was going to happen to them in this over- 
crowded country, or how they could live, had not been explained. If 
the Arabs were to turn down this reasonable proposal, then the Man- 
datory Power should exert its authority and arm the Jewish popula- 
tion, which, in the opinion of the Partition Commission, would be 
able in a comparatively short time, not only to hold their own in 
Palestine, but to do very much more. So if the Arabs refused an 
offer made to them, the hounds of war should be let loose. This 
scheme seemed almost as grotesque as that of the Royal Com- 
mission. 

The crux of the problem was: could Arabs and Jews live together ? 
One of the dissentient members of the Partition Commission, Mr. Reid, 
had considered that in spite of ‘the communal rancour caused by 
partition,” they could. Other witnesses could be found who held the 
same view. Did the lecturer think, according to the evidence pre- 
sented to him in Palestine, apart from people working in the Govern- 
ment or in the potash works, that the ordinary Arabs wished to go 
hand in hand with the Jews? Had he met any who really gloried in 
such an association ? 


SiR JOHN WoopbHEAD said that he had been careful to explain 
that the Partition Commission had been a technical Commission, and 
was not concerned with policy. Their work had been to discover 
facts and to report on them, and not to advise as to whether partition 
was a good policy from the political point of view. A good deal had 
been heard about minorities lately. The Royal Commission had hoped 
that the Arab minority problem in the Jewish State under their plan 
would be solved by the transfer of Arabs from the Jewish to the Arab 
State, and that with the co-operation of both the Arab and Jewish 
leaders this would be made compulsory. This, however, had not 
been found to be possible. It looked to him that the solution of the 
problem presented by the large Arab minority was an essential part 
of the Royal Commission plan. 

Concerning the administration of the Arab State, it was one thing 
to raise the cost of an administration, but it was quite another and 
much more difficult thing to reduce it once it had been established on 
a high standard. It would certainly not appeal to the Arabs to find 
that the standard of the services in their State would have to be 
drastically lowered as a result of partition. 

It had been said that the Partition Commission had recommended 
as a compromise a Jewish State a quarter of that recommended by 
the Royal Commission. He wished to point out that they had not 
put forward any ‘“‘compromise.’’ Their terms of reference had 
required them to prepare a scheme of partition which would comply 
with certain conditions, one of which was the inclusion of the fewest 
possible number of Arabs and Arab enterprises in the Jewish State. 
As a result of this condition, the Jewish State had been limited to the 
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Maritime Plain. Again, one speaker had said that 91 per cent. of 
Palestine was to be closed to Jewish immigration. That was not 
quite accurate, for the Partition Commission had proposed that 
Jewish immigration should continue into the Mandated territories. 
And in this connection it should be borne in mind that the greater 
part of the Jewish population in Palestine was and was always likely 
to be an urban population. The large majority were not employed 
on the land, but in the towns. The extension of an urban population 
depended upon markets, not upon the amount of land. That 
was why the Commission had considered a customs union to be 
essential. 

Alternatively, it had been suggested that the Jewish State should 
include the Maritime Plain and the whole of the southern area. One 
difficulty of such a scheme was that the Jewish colonies in the plains 
of Esdraelon and Jezreel and in the Jordan Valley would lie within 
the Arab State. Another.was that the whole of the Gaza Sub-District 
would be included in the Jewish State; this sub-district contained 
about 90,000 Arabs and very few Jews. To have included the Jews 
in the plains of Esdraelon and Jezreel and the Jordan Valley in the 
Arab State and the Arabs of the Gaza Sub-district in the Jewish 
State would have been contrary to the terms of reference of the 
Partition Commission. 





SOME PROBLEMS DEALT WITH IN 
THE “AFRICAN SURVEY ”? 


The Lorp HAarLEy, G.C.S.I., G.C.L.E. 


I atways feel that it is not enough to say that virtue is its own 
reward. We must put it more strongly; in this life virtue is 
always punished. You see an example before you. Chatham 
House has always shown the most astonishing kindness to the 
African Survey, and now the only amends that we seem to be 
able to make is to inflict on Chatham House a further dose of the 
Survey stuff. People who have strained their muscles in trying 
to lift that terrifying work might well ask if we have not done 
enough. But I can at least promise that I will not give you a 
mere“summary of the Survey. I have another purpose. For 
certain good reasons, we adopted the objective method. It has 
been said that the Englishman’s reticences are so carefully cal- 
culated that everyone knows exactly what he would have said 
if he had cared to speak. In the same way, the objective method 
has its own technique of suggestion, and is not so entirely devoid 
of means of expressing criticism or appreciation as some might 
think. Nevertheless, it does to some extent restrict the oppor- 
tunities for the discussion of principles, or for drawing general 
conclusions. So let me make here some of the observations for 
which the Survey had no place. 

The first is this. Though circumstances may have divided 
Africa into a number of territorial units, for many purposes we 
have to regard it as a single unit. Our political divisions mean 
little or nothing to many natives; they are accustomed to wander 
freely over large areas in search of work, if to them one territory 
differs from another, it is largely because they pay more or less 
tax in one than in another, or because there exists in one area 
a system of pass restrictions from which another may be free. 
The identity of the Europeans who occupy the country is not a 
point to which that class of native attaches quite as much impor- 
tance as the European may like to imagine. But the point I am 
making goes far beyond this. Here you have a great mass of 
people living until lately in an economic and cultural detachment 


1 Address given at Chatham House on December 8th, 1938; The Lorp 
Meston, K.C.S.I., LL.D. in the Chair. 
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from our world. Modern civilisation has come upon them sud- 
denly, and its attack is felt over an unusually wide front. It is 
often believed that the most formidable instrument of change 
lies in missionary and educational effort. But this view seems to 
me to neglect the all-pervading influence of purely economic 
changes. It is the growing of cash crops, the earning of wages, 
the travelling back and forward to the mines, that is the most 
potent solvent of the old customary life. The African seems to 
have thrown out none of those protective processes, based on a 
strong social or religious organisation, which characterised the first 
reaction of the East to Western influences. This initial resistance 
served at all events to secure that in Asia the process of adjust- 
ment should be achieved by gradual stages. It is clearly danger- 
ous that large masses of people, whose whole standards of life and 
conduct are typical of one stage of civilisation, should be hurried 
into another, before the conceptions which regulate the latter can 
become in any true sense a part of their lives. The outstanding 
problem of Africa lies, to my mind, in the proper regulation of 
this period of adjustment. It is the fact that this problem is 
common to so large a part of Africa which gives Africa its 
character as a single unit. 

That is a wide generalisation, and I am old enough to dislike 
the modern habit of taking off one’s hat to general principles, 
and then passing on one’s way. What would the concrete ex- 
pression of this principle involve? It would involve in some cases 
taking a new view of the use to be made of native customary 
institutions. It would certainly involve the necessity of examining 
from a new angle the systems of law and of land tenure which are 
now being introduced into Africa. It might involve in some cases 
the necessity of curtailing the supply of labour available for 
industrial employment. It would certainly involve the revision 
of some of the existing conceptions regarding education. 

But this brings me to a second point. Africa may be in 
essentials one, but its development lies at the moment in the hands 
of a variety of European nations. Except Egypt and Liberia, 
there is no territory which is not in the hands of some European 
nation or another. What is the chance that these nations would 
agree to consider a common policy for dealing with this common 
problem? The recent discussions about the German colonies have 
had many unhappy results. They have led some British people 
to extol our management of our colonies in terms which would 
beggar the most spectacular performances of the Pharisees. But 
the discussion on this subject has at least had one good effect, 
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People here have at least come to realise that Africa presents a 
common problem, and have found time to consider whether an 
alternative to territorial transfer could not be found in some 
system of common management. This might, it has been 
suggested, take either the form of an extension of the Mandate 
system or the adoption of a consortium of all the colonial Powers 
concerned, for the purposes of carrying on a joint administration. 
It has been recalled that the Congo Basin Convention of 1885 did 
in effect embody a common agreement on certain defined points. 
Is it likely that the adoption of any of these schemes would yield 
agreement on the fundamental points of the type of those to 
which I have referred ? 

We must for this purpose exclude South Africa from our 
calculations ; the existence of a white population of two millions, 
marked by somewhat high standards of living, side by side with 
the native population, gives rise to problems which are unique in 
Africa. In other parts of Africa there might not be great difficulty 
in securing agreement to provisions similar to those embodied in 
the present Mandates, such as economic equality for all members 
of the consortium or even for a wider range of nations; they 
would probably agree to restrictions on the expropriation of native 
lands, or the recognition of the freedom of conscience, or the 
prohibition of the raising of armed forces. These are all salutary 
provisions, but are in a sense of a negative character. Would it 
be equally easy to secure agreement on the more positive aspects 
of African development, such for example as the nature of the 
political institutions to which the native is to be admitted, or 
the extent to which native institutions are to be respected and 
maintained, or the weight to be given to native law or land custom? 
We have devoted a good deal of space in the Survey in explaining 
the different points of view held on these questions. We must 
not exaggerate these differences. If anyone were rash enough to 
push the principle of indirect rule to its logical conclusion, he might 
well believe that it is destined to perpetuate for all time the Chief 
and his Council, merely substituting the top hat for the leopard-skin 
and the football pool for the family fetish. On the same showing, 
the logical outcome of the French system would be a coloured 
gentleman with a Parisian accent and a habit of going to funerals 
in full evening dress. The Belgian product would be a well-fed 
working man, trained upon scientific but quite humane principles 
to earn the maximum of dividends for the State-run enterprise 
which employs him. But, as I have said, we must not push 
these distinctions too far. The British use of the Chief and 
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Council and other traditional institutions, as the basis on which 
to build social and political development is, I believe, of the very 
greatest value in facilitating a gradual and balanced process of 
adjustment to new conditions. But the maintenance of the native 
institution is not an end in itself. If the native institutions 
maintained by us, such as the Chief and his Council, can success- 
fully discharge their function as agencies through which we can 
introduce the native to modern civilisation, then they will in- 
evitably be transformed in the process, even if they do not entirely 
disappear. Again, the French ideal is no longer one of assimila- 
tion, but, as they now term it, association, and it is not the mass 
of people, but a small class of selected and educated men, who are 
now expected to share fully in French life and culture. The fact, 
of course, is that whether in the British, French or Belgian terri- 
tories, we are beginning to find that the African himself must be 
an increasing factor in determining his own future. It would not 
be astonishing if in British territories he foresaw a future in which 
his tribal institutions bore no substantial position as a political 
factor nor any considerable part in a scheme of administration. 
It would, again, hardly be natural that he should, in the long 
run, consent to regard himself as more of a Frenchman than an 
African. There will doubtless be some meeting-point in those 
different ideals, though where it will come, we cannot now 
prophesy. 

I fear that I have allowed myself to be taken beyond my 
point. it was this: that however cordial the consortium, it would 
not be easy to go beyond the régime of negative prescriptions 
which create the substance of the existing Mandates. It would 
be difficult to find a common policy in regard to the problems of 
political and social organisation, of education, of law and land 
systems—most of the constructive problems, in short, which are 
now becoming of vital importance in African administration. 

We must apparently be content to see Africa developed in some 
of the most material matters under the influence of different 
philosophies. I should much doubt whether we could even expect 
to see any rectification of the absurd national boundaries which 
now cut tribes in half and are as embarrassing in an economic 
as they are in a social sense. We may perhaps pluck one consola- 
tion from this situation (though I admit it is not one which conveys 
much comfort): I mean that the existence of this diversity of 
philosophies of rule may at all events have some value as a 
process in the experimental method of trial and error. 

But this brings me to my third point, What is the contribu- 
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tion which the African himself is likely to make to the development 
of African society of the future? It is clear that his contribution 
cannot be limited to sisal, ground-nuts and palm oil. You must 
excuse me if I try to grope my way here by enumerating a series 
of negatives. We are hardly likely to find that his contribution 
lies along the development of what so many people seem to con- 
sider to be his peculiar characteristic, the communal holding of 
property and the existence of an equalitarian society. As a 
matter of fact these terms can be applied only in a very restricted 
sense to African society; but so far as they extend to it, they must 
be viewed as the outcome of economic circumstances rather than 
as proof of any deep-seated social tendency. The world has often 
enough seen similar phenomena in the past, and they have yielded 
to precisely the same kind of influences as those to which the 
African is now being subjected. Already the growing of economic 
crops on the west coast and the close association with Europeans 
on part of the east coast, have led to the individual holding of 
land and to its mortgage and transfer. In many parts the earn- 
ing of wages by workers in European industries, if nothing else, 
is beginning to establish a process of differentiation in native 
society. Perhaps the African was always a little more of an 
individualist than many have thought ; the tribal, clan and family 
affiliations were no doubt strong; but there must have been a 
good deal of original human nature still subsisting. In any case, 
there now seems no reason why the African should not become 
in time as fully individualistic as we are. 

As I have already suggested, when native institutions, such 
as the Chief and Council, have fulfilled their function as agencies 
through which development is effected, they will tend to pass 
away. In that case the tribe and the clan are likely to retain only 
a religious and social significance. In attempting further specula- 
tion, we are inevitably brought up against that most difficult and 
most controversial of all questions, the capacity of the African 
native. Our Survey stated, and so far no one has directly tra- 
versed the statement, that no material of any scientific value exists 
for measuring the capacity of the African as compared with the 
European peoples. We do not, of course, want to know his 
capacity to make the best of his present environment. We want 
to know whether he has the ability to make the most of life in 
the new circumstances to which we are introducing him. It is 
possible that the sociological inquirer may be able to help us here 
with observations on the effect of culture contacts on the African; 
but I do not myself believe that we shall be able to speak with 
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any confidence on the subject till we have had some generations 
of experience of the African reaction to new conditions. 

There are some who have suggested that an indication of the 
possible development of the African society of the future may 
be found in the position occupied by the negro community in the 
United States. Whatever may have been their treatment in the 
slave days, education, including that of a higher academic type, 
has at a later date been made fully available to them. If restric- 
tions have been placed on their entry into the social life of the 
country, the bar to their making good in its industrial life is 
now one which arises only from lack of capital, or credit, and the 
like. Asa result, they have entered very fully into the industrial 
economy of the States, and have indeed now become an urbanised 
instead of a rural and agricultural community. It remains, how- 
ever, a significant fact that they have not risen much above the 
lower stages in industry, nor made any great progress in the 
professions. The experience of ex-slave States such as Hayti and 
Liberia has been very far from fortunate. How far can we allow 
that those precedents will help us in estimating the future of 
Africans under the different conditions which regulate develop- 
ment in Africa to-day? The British system, for instance, aims 
at giving to its subjects an education in political responsibility. 
The French does not at present set out to assign to Africans the 
same political future as the British system, or quite the same 
position in the professions or trade, but it would at all events 
associate selected Africans very fully in the work of the adminis- 
tration. The Belgians have a definite policy of encouraging 
natives to fill any post in industry to which they have capacity 
toattain. All these conditions are essentially different from those 
under which the negro started in America. I think we can only 
say that the situation of the negro in the United States, Hayti and 
Liberia must always cause us some hesitation and uneasiness. 
But it cannot be regarded as supplying a decisive indication of 
the nature of the development which he is likely to attain in 
Africa. 

What is the nature of the contribution which the British 
occupation is making to the development of Africa? I frequently 
meet people who deny that the British public has a colonial 
conscience. I quite admit that, like every other colonial Power, 
we have some pages of our colonial history which we would prefer 
to forget. But there is in Great Britain to-day a large public 
with a very genuine interest in colonial questions, much better 
informed on the realities of colonial conditions than is the public 
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of most other European nations. Our public is by no means 
illiberal or unduly commercial-minded in its views on colonial 
matters. Speaking to such a public, I should myself put to it a 
number of points which I can best sum up as follows. In the first 
place, there seems to me a certain lack of concerted planning in 
our management of the colonies. This was of less account at an 
earlier stage of colonial history than it is to-day. We are no 
longer faced with the problems connected with the introduction 
of law and order, etc., but we have to deal with the far-reaching 
and complicated problems which are involved in the development 
of the social services and of social organisations. The Survey 
has discussed the proposal put forward for a Colonial Council, 
based on the analogy of the Council of India, but has suggested, 
as a preferable alternative, the creation of a Standing Committee 
of Parliament, with an obligation to report periodically on the 
affairs of each colony. But such a body would not initiate policy, 
however much it might influence it. My own feeling is that the 
Colonial Office has so many units to deal with, of so varied a 
character, that the consideration of large-scale questions of general 
policy will always present a difficulty to it. It has not the 
advantage enjoyed by the India Office, that questions of general 
policy are first examined by the Governor-General in Council, a 
corporate body which contains both Europeans of long experience 
and Indians versed in political life. That body has itself the 
advantage of the previous discussions by the Provincial Governors 
and their Councils or Ministries. Again, those who direct 
colonial policy have not the advantage of guidance such as that 
given by the numerous authoritative commissions which have 
during the last half-century examined aimost every aspect of 
Indian political and administrative life. Let me give only two 
illustrations of matters in which policy appears not to have been 
fully considered, or, if considered, has not been communicated to 
the public. The British policy looks towards the establishment 
of self-government in the Crown Colonies. But we have had to 
point out that no real attempt has been made to solve the obvious 
incompatibility of a system of responsible government with the 
maintenance of the interests of a European minority on the one 
hand and a native majority on the other. Either there must be 
very substantial checks on the autonomy of the local government, 
or one of the two communities must be over-ridden by the other. 
Further, the rapid development of a system of indirect rule, though 
not necessarily incompatible with the evolution of parliamentary 
institutions, can nevertheless take a course which may hamper 
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their introduction. We should at least know how it is proposed 
to integrate the two systems. Once again, there has been no 
comprehensive statement of the policy which is to be observed in 
regard to the employment of Africans, a matter to which I shall 
have to refer again later on. 

While these matters of major policy can only be settled after 
comprehensive and authoritative deliberations, there are many 
matters of administrative concern with which the Colonial Office 
seems to me at some disadvantage in dealing under the present 
system. I do not believe myself that African administration will 
ever be on a satisfactory basis until both East and West Africa 
each has its own federated system of government. I know the 
difficulties of this proposition, but I refuse to believe that any 
such problem is insoluble to the constitutional carpenters and 
joiners who have pieced together the scheme for the federation 
of India. 

I take another point: the British people must realise that 
we ought to be more liberal in our attitude to the need for finan- 
cing colonial development. I do not question that we are serious 
in speaking, as we so often speak, of our spirit of trusteeship. 
But I sometimes wish that we could place our hands on our hearts 
a little less, and set them to explore our pockets a little more. 
It is all very well for Great Britain to hold out to the African the 
priceless boon of self-government. We had to fight for our 
liberties ourselves, and perhaps we find it difficult to believe that 
the path to health, happiness, or perhaps even heaven, does not 
lie in the possession of a vote. But political advance is not enough. 
Africa needs a great deal of money spent on it before its inhabit- 
ants can attain reasonably satisfactory standards of nutrition, of 
health and of social life. It is clear that in many cases the 
money for development can only come from Imperial grants. 
I realise that since 1929 we have spent every year on the colonies 
of the Empire, by way of loans and grants, sums varying from 
about three-quarters of a million to nearly a million pounds a 
year. But more than this is required. I hope, in particular, that 
in the future the colonies will not be obliged to go to the open 
market for long-term loans. Some of these loans, carrying a high 
rate of interest, are already hanging like millstones round their 
necks. Obviously they ought to get loan money from the Imperial 
exchequer, paying only the interest which Great Britain itself 
would be paying from time to time. 

Thirdly, we need a more informed and systematic study of 
colonial questions. I will not repeat here what has already been 
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said at some length in the Survey. I admit the great improvement 
that has been made by the appointment of technical advisory 
committees to guide the Colonial Office. -Again, increasing atten- 
tion has been given to Africa by such bodies as the Medical 
Research Council and the Economic Advisory Council, which has 
taken part in initiating research into nutrition questions. We 
owe much to the research into social and linguistic questions by 
the universities in South Africa, and by the bodies in Great 
Britain which have benefited by American benefactions given for 
this purpose. But there is still great leeway to make up. Con- 
sider only one point. What do our great universities do for the 
special study of colonial problems? Holland has some twelve 
professorships devoted entirely to studies in colonial law, 
economics, sociology and the like. It has a degree course in 
colonial studies. I need not dilate on the very inadequate bag 
which would be made by anyone who tried to hunt out what the 
British universities are doing for the colonies. I remember the 
appeal lately issued by Oxford for the endowment of a general 
research fund. It spoke pathetically, among other things, of the 
need of a special survey of hedgehog mortality. I should have 
liked it better if the university had shown that it even suspected 
that special study and special research were required for colonial 
questions. 

Let me turn to some aspects of administrative policy in Africa 
itself, as regards their bearing on the contribution which we are 
making to the life of our colonies and their future. One can 
never suggest that topic without harking back to that standing 
dish of African controversy, I mean, the debate into the com- 
parative merits of direct and indirect rule. It is a misfortune 
that the partisans of either system are apt to support their 
preferences with a confidence that is almost theological in its fer- 
vour. The principle of indirect rule has, in particular, passed 
through the stages, first, of a useful administrative device, then 
that of a political doctrine, and finally that of a religious dogma. 
I have already spoken of the value which must be attached to 
a system of indirect rule as allowing of a more gradual adjustment 
of native life to the requirements of modern civilisation. For 
myself, indeed, my preference for this system over that of the 
French is based largely on considerations of this kind. But 
purely as a piece of administrative machinery, it is probably less 
efficient than a well-organised system of direct administration. 
That seems to be inevitable in any system which sets out to train 
a primitive people in responsibility for managing their own affairs, 
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in preference to allowing Europeans to manage their affairs for 
them. But we must not act as if the system had come to us 
graven on tablets of brass. We must be prepared to modify it 
without hesitation as circumstances seem to require, and to sub- 
stitute a system of direct administration in any area in which 
it seems unable to support the burden placed upon it. 

I make in this connection a second point. I think that our 
governments have shown themselves unduly slow to realise the 
necessity of educating Africans not merely to take the routine 
of administration off the shoulders of the European officer, but 
to take part, in a more real sense, in the actual work of administra- 
tion. It is frequently argued that it will be unnecessary to bring 
Africans into the administration, because the native authorities 
are already there as subordinate agencies of Government. That 
is a short-sighted view. You will find that as administration 
grows more complex, and as the need for the extension of social 
services increases, you must be continually weeding out your 
weaker native authorities and introducing direct control. There 
is therefore already a much wider scope for the native official than 
is usually supposed. 

I make a third point. We British have hitherto found our- 
selves happiest in dealing with the more primitive classes of 
people, and feel that our greatest successes have been in our 
relationswiththem. Our present system of administration in Africa 
is in itself almost an expression of that feeling. But we must guard 
against allowing our preference for this class to influence our view 
of Africa’s political future. I am not here going to hold up 
India either as a tragic proof of the folly of extending higher 
education, or, on the other hand, as a perfect lesson in the method 
of evolving a system suited to an Oriental people. All I am 
concerned to point out here, is that we have already made a 
beginning in the introduction of higher education in Africa. 
Unless we propose strictly to ration the supply of higher education 
on the French system, it will continue to expand; indeed, if we 
do not provide facilities for its growth, the Africans will probably 
manage to do so themselves. At present our policy is to give 
a vocational or professional content to higher education, rather 
than that it should be of a general, or, to use the stock but in- 
accurate term, of a literary character. In present circumstances 
that no doubt is wise. But we must not suppose that we shall 
prevent Africans from becoming politically minded, merely be- 
cause they may take a diploma in engineering, law or medicine, 
instead of a degree in history or literature. In any case, when 
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it comes to a contest for influence between the educated man and 
the man whose only authority is traditional, it is always the 
educated man who will win in the long run, even in Africa. 
Prudence seems to lie therefore in securing the early association 
of educated Africans with our administrative institutions. If we 
do not do so, there will inevitably arise a state of tension which, 
sooner or later, we shall have to meet by large-scale political con- 
cessions. And in that case, they will not necessarily be made 
either in the right way, or to the right class, or with the best result 
for all the people concerned. 


Summary of Discussion. 


Mr. CHARLES RODEN BUXTON said that it was of enormous im- 
portance that the person who had undertaken the gigantic task of the 
African Survey should have been a distinguished Civil Servant from 
India. Africa had an immense amount to learn from India. There 
was the very small example of contract labour—and many others 
which could be given. Then the fact that the lecturer had been able 
to approach the problems of Africa without prepossessions, with a free 
and open mind, was of the utmost value. 

The lecturer had mentioned at the close of his remarks “ large-scale 
political concessions.’’ The Gold Coast, which was the least backward 
politically of the British African colonies, was to-day approaching 
that stage in which India had been seventy or eighty years ago. At 
that time the educated Indian, the man with a degree, who talked 
about John Stuart Mill, had been laughed at. To-day the same people 
were being laughed at on the Gold Coast. But they were the fore- 
runners of people who would probably play a great part in the ad- 
ministration of Africa. Yet at present little preparation was being 
made for them, and it was right to say that we must begin to think 
in terms of “large-scale political concessions ’’’ in Africa. 


Mr. TrAcy Pui.ipps said that there was between India and Africa 
one fundamental and abysmal difference among many. The inhabitants 
of India had the immeasurable advantage of an ancient and rich civil- 
isation and still more of indigenous religions which they had not lost. 
Therein lay the whole tragedy of Africa. To take another small point 
which led up to it, higher education had inordinately occupied the 
attention of the Government in recent years. Secondly, there had 
never been a time in the history of any colonial Power in which its 
people had been so deeply concerned as to their duty to the still- 
subject colonial populations as were the British people to-day. But 
surely in the colonies it was of little avail to throw out and broaden 
the upper storey of a great and spacious house if at the same time 
there were not planted beneath it massive and solid pillars upon which 
this perilously top-heavy structure might safely stand. It was neces- 
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sary to start from the roots upwards. The roots of a nation, that 
is, the youth of the mass of the people must receive a careful, simple 
and practical education. Compulsory and universal education con- 
stituted the pillars which must be thrown out so that the heavy struc- 
ture of higher and upper education might be able to stand firmly and 
securely upon its base. 

Thirdly, the mass of the people of Africa were completely un- 
represented to-day. It was in Africa a commonplace to hear their 
conviction that their Chiefs had ‘‘ become the scullions, the office boys, 
of the Europeans.”’ As felt by the masses, there was really no funda- 
mental difference between so-called direct and indirect rule. The 
deep problem was that the Animists of Africa (and Animism was the 
religion of both Greece and Rome in the heydey of their power), who 
were more “‘ spiritual ”’ peoples than Europeans, if they had not already 
lost, were rapidly losing ali faith, faith in God and, what was almost 
worse, faith in Man, that is, in themselves. So far, Christianity had in 
practice sadly failed to meet thecase. There was no reason whyit should 
not meet the case, and every reason why it should. It might do so in 
the future, but so far, alas, it had failed. It should be remembered that 
the evolving non-Moslem African south of the Sahara had definitely 
opted for Europeanism. But he had not opted for the infliction upon 
him, by the national Powers of Europe, of half a dozen conflicting 
chauvinisms. He had not opted for Gallicism or for Germanism or 
for Anglicanism, but for Europeanism. And that was a wider and a 
very different thing. The religion of Europe was after all Christianity. 
It had come to Europe from Palestine. St. Paul, Jew but full citizen 
of the Empire, dejudaised, hellenised, latinised, Europeanised and 
drastically restated the original Asian Christianity for presentation in 
attractive and effective form to the natives of Europe. And this 
religion which it had become to-day had totally failed to grip the 
African in the way in which it might have done as preached overseas 
by the great prophets of Christianity at the outset. Christianity and 
its success as a new moral basis of life was not introduced from Asia to 
Europe by a rich or ruling class of foreigners. It was, on the contrary, 
presented in native form by the poor—who practised it. 

If Christianity in Africa were to succeed in giving a moral foundation 
to its people it would, while retaining its original essentials, have to 
be completely restated for Africans in quite new terms. Such re- 
statement did not need cleverness. But it required moral courage, 
sincerity and Christian simplicity. Herein lay the real danger to the 
masses of giving more European-type power to African Chiefs if they 
had not the moral stamina or sense of responsibility to use it properly 
for the just governance of their fellow-men. The great problem of 
Europe itself at the present time was that scientific and inventive and 
material progress had outstripped the moral progress of mankind. 
Thus the stupendous power of the creations of science were now placed 
in the hands of men whose moral progress had not advanced pari-passu 
with their material progress. Surely it was the misfortune of the 
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Africans that, with the best intentions, the Europeans were intent 
on pressing into their undiscriminatingly eager hands a European-type 
power which they had never known before and expecting Black Africans 
at once to utilise it as a Civil Servant in England, checked by the 
inexorable law of public opinion, is expected to do as a matter of course. 
They did not possess the necessary moral basis, and it was for Europe to 
give it to them by restating Christianity, the religion for which they had 
indirectly opted, but which so far had utterly failed to reach and react 
upon the moral roots of their beings whence all human conduct springs. 

In short, if Christianity was incapable of replacing the stern if 
narrow Clan-moralities with an equally effective wider way of life and 
sense of moral responsibility, Europe in broadcasting European instruc- 
tion was running the risk of pressing prematurely the stupendous power 
and machines of European science into the hands of unmoralised 
millions. If Christianity was unable firmly to relay the deep foundations 
of moral practice, the still undespiritualised and undepersonalised 
peoples, unused to the licence of liberty, peoples whose African faith 
we had destroyed and had not yet effectively and “ Europeanly” 
renewed, wouid be tempted to substitute for their Great Spirit and Great 
Chief. the deification of a racial Dictator-Liberator. To deceive them- 
selves was not fair on British or on Africans. British India might 
seem superficially to offer a few analogies to British Africa. India 
and Africa were more clearly contradictory to each other. Ex-colonial 
sub-tropical Indo-America, between the same latitudes, was the only 
sister-continent to Africa. 


Miss OAKELEY asked whether it was of benefit to the Africans to 
come to the British universities. She had known a few African 
students at a university, and had been impressed with the difference 
between them and the Indian students who seemed certainly intellec- 
tually our equals. The Africans seemed to possess a great disadvantage 
in the matter of language. Their own languages being so very different 
from the Aryan group, their inherited modes of speech and connected 
ideas were different. She thought it remarkable that, although they 
did not do brilliantly, they did as well as they did in the university work, 
especially in such a subject as philosophy. She had received letters 
from one student now a lawyer on the Gold Coast. He had expressed 
the wish to become a Civil Servant. Were positions in the Civil Service 
being increased for educated Africans ? 


A MEMBER said that as a tourist in Africa, he had considered that 
the African administration needed much more money for the purpose 
of giving better education and health services. These services were 
better in the Belgian Congo than elsewhere in Africa. A ward was 
not expected to earn the money for his education, and those who con- 
gratulated themselves upon their understanding of the principle of 
trusteeship should see that more money went into the colonial 
services. 
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MR. JOSEPH Nissim said that in certain parts of Africa the British 
administration had been very successful. In Egypt it had been so 
successful that the Egyptians were now managing their own affairs with 
British military assistance in times of trouble. The lecturer’s sugges- 
tion for the necessity of some administrative development, either of 
federation in the east or in the west or by a Council of State, to assist the 
Secretary of State for the Colonies was of the very greatest value. 
However, was it not true that the material progress of the British 
colonies and mandated territories was at a higher level each year? It 
was to be hoped that the advent of air traffic would solve some of the 
problems in Africa raised by distance and isolation. The need for 
medical schools had not, apparently, been mentioned, but all must 
be aware of the need for improving the physical welfare of the 
African. 

Concerning finance it was to be hoped that British Africa was 
accumulating wealth in many directions, by the production of gold in 
South Africa, cocoa in the Gold Coast, ground-nuts in Nigeria, cotton 
in Kenya and Uganda, tobacco in Nyasaland, copper in Northern 
Rhodesia, tobacco in Southern Rhodesia. Was the lecturer, therefore, 
really justified in painting a somewhat gloomy picture which left the 
listener rather depressed as to the past? 


PROFESSOR J. HENRY RICHARDSON said that he had been par- 
ticularly interested in the different methods of colonial administration 
of the various European Powers in control of African colonies. He 
would like to refer to one method by which these divergent methods 
might be brought into co-ordination. That was the method of inter- 
national conventions or agreements based on consultation. This 
method was being used by the International Labour Organisation. 
A convention had already been adopted on the regulation of forced 
labour, and at the Conference in 1939 the question of contracts of 
employment of indigenous workers and penal sanctions in such con- 
tracts would be considered by the organisation with a view to adopting 
draft conventions. Similarly, conventions or agreements might be 
elaborated with regard to education, land tenure, the health services, 
the use of finance for the development of industry, trade, transportation 
and communication—the method could, in fact, be applied over a wide 
social and economic field. 

The lecturer had mentioned developments which had taken place 
in Europe and which might be expected to take place in the future 
in Africa, such as industrialisation, the break-up of the tribe and the 
extension of individualism. All these changes involved dangers as well 
as benefits. Might it not be possible in Africa to avoid many of the 
evils from which Europe had suffered during her industrial and social 
evolution by introducing safeguards the value of which Europe had 
discovered as a result of bitter experience? He also considered that 
the “control” aspect of European Government in Africa should be 
progressively diminished and advisory functions increased. 
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QUESTION : Ought not the Mandates Commission to take a more 
active part in the direction of policy in Mandated Territories than it 


had done in the past? 


Mr. F. B. GervtT said that he had heard that the administration in 
Tanganyika Territory found itself under some difficulty because of the 
fact that that territory was Mandated. There seemed to be a feeling 
that the Mandatory Power was in some way curbed by the terms of 
the Mandate and did not possess the same initiative as, for instance, 
the Government of Kenya Colony. Of course, while there was any 
question about the return of Tanganyika to Germany, there must be 
anxiety which would retard the development of the country. Did 
the Mandatory system make it more difficult for the governing Power 
to administer a territory ? 

The lecturer had seemed to suggest that money had been lent to the 
African colonies at usurious rates of interest, but a great deal of money 
borrowed for the development of those territories had been raised on 
the same terms as British Government loans. The terms of the loans 
might not have been very well chosen, in that they might have had 
a somewhat long life, but this was not so in every case and the British 
Government still had a five per cent. loan outstanding which was not 
yet due for repayment. 


Lorp HAILEy, in dealing with the question whether a territory 
were under a disability if under a Mandate, remarked that at the 
moment Tanganyika was under the natural disability of being un- 
able to raise much credit owing to the anxiety occasioned by the German 
demands. Apart from this the terms of the Mandate were usually 
negative rather than positive, the one positive term being that there 
should be economic equality for all members of the League of Nations 
within that area. In some ways this was a disability, because it made 
it impossible for the territory to conclude trade agreements with a 
country which would be prepared to give preference to its exports. 
However, this did not hit a colony very hard, as it mostly exported 
metals or raw materials. As regards the Mandate System generally, 
the Mandates Commission did not initiate or even control policy, its 
function being largely confined to seeing that certain negative per- 
scriptions were carried out. It relied for its information on the reports 
of the administrations themselves and on petitions sent to it; this 
meant that the information which it received was not always of the 
best. But the procedure had one positive virtue, it did afford a means 
of publicity. Most colonies had no organised agency of public opinion, 
and it was consequently important that publicity should be given in 
some other manner to the actions of the administration. 

On a second point raised, it was true that the money lent to the 
British colonies had not been lent at usurious rates. The loans had 
usually been guaranteed by the British Government, but he had been 
referring more to the length of their tenure and the practical im- 
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possibility of repaying them before due date. In an ideal system the 
colony would have the advantage of the same rate of interest as that pre- 
vailing in Great Britain, and get the benefit of conversion proceedings. 

It would be difficult for the Mandates Commission to take a more 
direct share of the administration, because it was a body of people 
drawn from different nations, many of whom were not acquainted at 
all with colonial administration, and it was difficult to see how such a 
mixed body could come to any consistent conclusions about matters 
such as education and social and political organisation. 

Could Africa be saved from any of the results of European civilisa- 
tion? There was an obvious danger in applying industrialisation and 
many other different aspects of European civilisation very rapidly or 
extensively to Africa. It was for this reason that he had made a plea 
for any system which would allow the pace of adjustment to be steadied 
down. Again some things might easily be spared her, for instance 
agricultural debt, which had been the failure of British administration 
in India. Under an enlightened system it should be possible to avoid 
some of the evils of industrialisation. 

Concerning the greater co-ordination of methods of administration, 
the example of the Forced Labour and Labour Contract Convention 
had been mentioned. They were valuable, but it must be realised 
that all such international conventions were bound to be of a more 
or less negative character. It was perhaps easier to secure co- 
ordination with regard to scientific and technical matters. 

It was suggested that his picture of Africa was very depressing. 
He had certainly not intended this. Considering the short time during 
which the African colonies had been under a regular form of ad- 
ministration, the enormous difficulties created by the great distances, 
the low taxable capacity of most of the population, he thought that 
the achievement in Africa had been little short of wonderful. If this 
was due to the traditions of rule which Great Britain had formed 
elsewhere, it was due in some measure also to the African himself. The 
African had shown himself extraordinarily ready to adopt any im- 
provement. He had also shown himself exceptionally free from pre- 
judices against European systems. It had been suggested during the 
evening that the African was poverty-stricken and ill-nurtured. It 
was true that the greater part of Africa was suffering from malnutrition, 
and therefore highly susceptible to disease. But poverty was always 
arelative fact. The population was sparse and was often, therefore, in- 
dividually better off than the inhabitants of congested districts in India. 

Again, as one speaker had said, a great deal more money was 
certainly needed for the British social services. It was difficult to 
say that they were inferior to those of Belgium, but the systems 
were very different. The latter relied little on hospitals, but concen- 
trated on a highly intensive system of medical attention, clearing up 
one district after the other, an almost military system of medical 
attention. This was undoubtedly very spectacular and effective within 
its own range of work. 
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He had been asked if it was an advantage for Africans to come to 
British universities. At present they had no alternative, as the uni- 
versities in Africa were only just beginning. There was one being 
started on the east coast, at Makerere in Uganda, also one on the west 
coast, at Jaba, but they were not able to give degrees in medicine, 
for instance, and for this purpose African students had to come to 
Europe. The openings for educated Africans were greater on the 
west coast than elsewhere. There were now some thirty qualified 
native doctors practising on the Gold Coast and others in Nigeria, and 
also in Sierra Leone. There were also on the Gold Coast a certain 
number of African judges and magistrates. The difficulty was that 
there was as yet no regular system by which Africans were taken into 
the higher services, so that a man going to a university never knew 
whether there would be a place for him if he were successful in an 
academic sense. 

It was true that there was no organised opinion in Africa. It was 
therefore all the more necessary that educated opinion should be brought 
into association with British administration wherever that was possible. 
Popular education was now being given in the vernacular, and was 
receiving more and more of an African bias, to use the term usually 
employed. So far as mass education was concerned, he felt it to be on 
the right lines; there was, of course, the usual difficulty that there 
was not enough of it. 

It was true that on the Gold Coast one could find the nearest analogy 
to what India had been many years ago. Up-country, in Ashanti 
for instance, the situation was rather different. Still he agreed that 
educated Africans, and not the chieftains in the hinterland, would be 
the makers of African opinion. It was often wrongly assumed that 
opinion would continue to be regulated by traditional authorities. It 
was the educated man who moulded opinion. It was no use thinking 
that by giving power to the traditional chiefs such problems as those 
now arising in India could be avoided. It was the educated class 
which ultimately had chief influence over native opinion and which in 
any crisis took control. The inevitable lesson was, that the sooner it 
was possible to get them into the administrative, and finally into the 
political system, the more likely was it that that state of tension which 
had so frequently arisen in British areas would be avoided. When 
educated people felt themselves neglected and estranged, they became 
affected with a feeling which started as resentment, but turned into 
animosity, and was finally in danger of becoming racial hatred. 
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THE “SECOND PHASE” OF CHINA’S 
STRUGGLE! 


By PROFESSOR CHANG PENG-CHUN. 


I was at home in China from October 5th to January 6th 
last—exactly three months—and it may be of some interest to 
you if I simply relate my impressions of that time. These three 
months may be considered as very significant in this period of 
our history. The withdrawal of Chinese troops from Canton 
and Hankow took place, roughly speaking, around the latter part 
of October. Then there was a period of about forty days when 
the country was considering the next step and also preparing 
for what is now called the “second phase” in our struggle. 
And the outline of the new plans became clear by about the 
beginning of December. Towards the latter part of December 
a certain episode in connection with the sudden departure of 
Wang Ching-wei from Chungking occurred, and that episode was 
concluded by the first part of: January. So perhaps, as these 
three months had a beginning, a middle and an end, they may be 
treated as a unit. 

When I reached Chungking on October roth, I heard that the 
defence around Hankow was in good condition. With the 
expected reinforcement, Chinese forces would be able to hold 
Hankow for quite a long period—at least till the end of the year. 
However, with the loss of Canton, the defence of Hankow became 
less significant. Plans to evacuate were put into action around 
the middle of October, and by about the 24th of October the 
Chinese forces had finally withdrawn—this time in a much 
more efficient manner than had been the case in connection 
with the two earlier experiences, namely the withdrawal from 
Shanghai and later the withdrawal from the Hsuchow area. The 
industrial plants in Hankow and Wuchang were dismantled. 
The man who was responsible for that task told me that roughly 
about 80 per cent. of the industrial plants in the whole area 
were systematically shipped out, first to Ichang up the river and 
then later on to Chungking and other points, to be reinstalled 
in the western area. 


1 Address given at Chatham House on January 25th, 1939; Sir John Pratt, 
K.B.E., C.M.G., in the Chair. 
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For a period of forty days after the withdrawal from Hankow 
I should say that on the part of those who were not well informed 
there was a certain amount of concern as to what would come 
next. During that period the Generalissimo was inspecting the 
different places. He visited practically all the troops from 
Canton and around Canton to the upper part of the Yangtze river 
near Ichang. The Japanese war-planes followed him on most of 
these adventures, and he travelled by aeroplane, train and motor 
and sometimes on foot. On several occasions the Japanese 
bombers missed him by only a few minutes, arriving either before 
the Generalissimo had come to a place or else just a few minutes 
after he had left. 

During that period a meeting of the People’s Political Council 
took place in Chungking. As you may perhaps have read, the 
Council was called together for its first session in July in Hankow. 
The second session was held in Chungking on October 28th and 
lasted for ten days. The Council is a sort of gathering of people, 
representing different parts of the country and different occupa- 
tions, supposedly having some weight in public opinion in China. 
It was quite surprising that out of a total membership of two 
hundred, nearly a hundred and forty came from widely separated 
parts of the country. Some of them travelled quite a long dis- 
tance and under difficult circumstances. During the session 
of the People’s Political Council reports were made by the members 
of the Government concerning economic reconstruction, political 
readjustment and the military situation, but I think it must be 
said frankly that there were questions which the Government 
was not yet prepared to answer very clearly and definitely 
at that time. 

When the Generalissimo came back to Chungking on 
December 8th the military situation became clearer to the people 
at the capital. Conferences took place immediately and active 
steps were taken for the execution of different activities. Now, 
among the things the Generalissimo did during his forty-day 
tour of inspection was the calling of a Military Conference at 
Nanyueh, where practically all of the important leaders and 
generals were gathered and where discussions took place con- 
cerning the next phase of the war. Those things became clear 
to us in Chungking after the Generalissimo and his staff returned 
to Chungking, and then we were able to see what was implied 
in the “‘ second phase ”’ of China’s war of resistance. 

What, after all, is meant by the ‘second phase”? What 
are its special characteristics? How do we distinguish the first 
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from the second phase in China’s struggle? The first phase is 
usually taken to include the three outstanding battles—the 
battle of Shanghai, the battle of Hsuchow, and the battle of 
Hankow. The battle of Shanghai began, as you will remember, 
in August 1937 and lasted for more than threemonths. The battle 
of Hsuchow began about March 1938 and lasted till about June 
1938. Then the battle of Hankow followed. The chief character- 
istics of that phase were, first, that the Chinese armies were on 
the defensive in each instance. Secondly, the Chinese armies 
were being tried under fire. It was very gratifying indeed to 
find that the new Chinese forces were able to stand a beating, 
were able to make tremendous sacrifices, and were able to hold 
the lines much longer than had been expected by the Japanese 
or anybody else, including ourselves. Then another characteristic 
of that phase was the development of guerilla warfare in different 
parts of the country, especially in the invaded areas. 

May I say here that we can now see very clearly the attempts 
on the part of Japan to subdue China. First an attempt was 
made to subdue China without having to fight. The Japanese 
tried that by bringing pressure to bear upon China for a period 
of six years, roughly from 1931 to 1937. Then came the second 
attempt which aimed at subduing China by quick action and 
quick decision. The Japanese announced to the world that they 
would be able to destroy the main forces of China in three weeks, 
but they were unsuccessful. In their third attempt they tried 
in Hsuchow, and also around Hankow, to surround the Chinese 
forces and to destroy their effectiveness. Here, too, they were 
unsuccessful. You know the Japanese have a way of using 
words from the Western world to signify what they intend to do. 
In connection with this third method they used the word “‘ Tannen- 
berg ”’ a little too profusely. I think if you followed the news 
reports of last year you must have noticed that on at least four 
or five occasions the Japanese proclaimed that they were going 
to ‘‘ execute a Tannenberg.’’ But somehow it did not work. 

Now the characteristics of the first phase were defence and 
testing the Chinese forces to see whether they would be able to 
stand a good beating. Of course we know that in the training 
of any fighting team it is much more important, especially for 
an inexperienced team, to go through fire than to strike back. 
If these new forces, as surely has proven to be true, were able 
to stand a beating in a valorous spirit, surely the time will come 
when they will be able to execute some positive action in an 
effective manner. 
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Then what do we mean to do during the “‘ second phase ”’ ? 
After Hankow there will be no further opportunity for the 
Japanese to surround the main part of the Chinese forces and 
exterminate them, because in future there will be no centre 
where it will be possible to gather together such a large force. 
Around the Hankow defence area there was concentrated roughly 
about eight hundred thousand Chinese troops—perhaps the 
largest single command that has ever been assembled together 
in Chinese history in terms of direct control. Of course there 
have been wars in Chinese history when more people were en- 
gaged, but not under one command in one battle area. In future 
there will be no such large concentrations on the Chinese side, 
and I think the Japanese High Command is somewhat exasperated 
by the situation. Jrom now on the Chinese forces will be divided 
into roughly three parts. One third of them will be engaged 
in mobile fighting—not exactly guerilla warfare but in mobile 
fighting in the “invaded” Eastern and Central Provinces. I 
think you must have noticed I have avoided using the term 
“occupied areas”’? The reason for this is that there are no such 
areasin China. There are occupied points and also some occupied 
lines, but there are no occupied areas. One third of the Chinese 
forces will be sent to the invaded areas behind the Japanese 
points of advance. They will be in that area near to the Eastern 
Coast. Another third of the forces will be engaged in the middle 
of the country to meet the points of Japanese advance, and the 
remaining one third of the forces will be in training in the western 
part of the country. 

The total number of Chinese forces to-day is about two hundred 
and forty divisions or two million and four hundred thousand 
men. Therefore not only has the Chinese army gained more 
experience through fighting, but there are larger numbers engaged 
than when the war started. Officers’ training corps have been 
established in different parts in the Western Provinces. At 
these various centres, roughly speaking, about thirty thousand 
men are being trained as officers. That is part of the preparation 
on the training side. 

Furthermore, the emphasis will now be on two things. The 
first is what the Generalissimo calls “‘ making space take the place 
of time,” or “ space for time’”’; the second is characterised by 
the phrase, “‘ the countryside versus the cities.” Now I will 
explain these two phrases a little. First, “space for time.” 
Those of you who have travelled in China know its tremendous, 
unwieldy size. Many of us Chinese who lived on the eastern 
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coast had no conception of the size and potentialities of the western 
part of the country. But this war has brought all the compara- 
tively modern elements on the seaboard to inland places. It 
has really given us a sense of space. If China had not had this 
space, the character of the war would have been entirely different. 
If the Chinese military leaders had not realised the use of space 
in this war of resistance, they would not be able to feel so con- 
fident as they do to-day. In other words, the emphasis is laid 
upon mobility and on the tremendous reserves in man-power 
in a country so large as China. And of course that is annoying 
tothe Japanese. The Japanese army, as we know, was modernised 
and trained under Prussian influence after the Franco-Prussian 
War. They learned their lessons rather well, but I think, rather 
uncritically. They organised their army along the lines of 
fighting another force with about the same weapons, desiring the 
same type of objectives, and also employing the same type of 
psychological tactical moves. They tried it out on the Imperial 
Russian Army in 1904 and 1905. Fortunately that war was 
brought to a close quickly, because at that time there was still 
enough statesmanship in Japan to see that a prolonged struggle 
would not be beneficial to Japan at all. Unfortunately to-day 
there is not that statesmanship in Japan. I hope I am not 
speaking in a partisan spirit. I think that is an objective fact 
which even the Japanese recognise. There is no clear leadership 
anywhere in Japan. This military success on the part of Japan 
surprised the Western world, and gave to Japan a glamour which 
was perhaps not justified if viewed objectively. But, as you 
know, glamour has a way of lingering long after the event which 
gave rise to it. And so the world somehow acquired an idea of 
the invincibility of the Japanese army. 

When this war of resistance in China began, we were there- 
fore in a favourable position, for, you know, it is most comfortable 
when your friends do not expect too much of you. And so when 
the Japanese army came, people were sympathetic, but were 
afraid that we might be beaten “to our knees.” We were 
able to put up some fighting, however, and people thought that 
after all it was not so bad. Meanwhile, the Japanese army were 
still using the same type of psychological tactical moves as they 
had previously been trained to use. In other words, they were 
trying to strike with a certain degree of speed, a certain degree 
of what we might call efficient control, and moving the army 
about with a certain degree of self-confidence. That type of 
fighting was quite correct, I suppose, when the other side was also 
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trying to fight with the same type of what I might call “ ex- 
pressive’ tactics but not retreating tactics. Now, meeting 
Chinese resistance is really not like one fist pushing against 
another; that is an inadequate figure, because the calculation 
would be along the lines of how strong the other fist is, how hard 
one fist can push, how the muscles can be organised. In that 
case, the opponents are of the same type. But in this case I 
think it is a matter of fighting with a fist on one side, and soft 
glue on the other. You know, we have had a type of philosophy 
in China usually called that of Lao Tse. It was not pacifism, 
or a refusal to do anything to the intruding force. It was 
a way of dealing with that intrusion. It was a belief that the 
softer way always conquers the stronger way, which is also 
stiffer and more brittle. And that philosophy may be used in 
tactics. As you know, there was a scholar who was quite a good 
critic of the science of war about 400 B.c. by the name of Sun Tse, 
and then later on there were scholar-soldiers, two or three of whom 
may be known not only to students of Chinese history, but to 
students of Chinese novels—Chu Kuo-liang of the Three King- 
doms period, for instance. Then another who was a great 
philosopher as well as soldier, in the fifteenth century, was Wang 
Yang-ming, under the Ming Dynasty. It was his philosophy 
that inspired great admiration in Admiral Togo, the Japanese 
admiral at the time of the Russo-Japanese War. If you read 
Togo’s biography, you will find he pays great respect to Wang 
Yang-ming. In the nineteenth century there was a group of 
half a dozen soldier-scholars, headed by the famous Tseng Kuo- 
fan. And our Generalissimo to-day is making use of the dis- 
tilled wisdom and strategy of this long series of scholar-soldiers. 
It is very interesting that at the Military Conference which took 
place in the latter part of November in the southern part of 
Hunan, he gave the opening address to this group of generals, and 
more than half of that address had to do with Chinese philosophy 
and the Chinese philosophical temper. The Generalissimo 
characterised it by four Chinese words, roughly meaning : “ firm,” 
“‘ patient,”’ “‘ humble,” and “‘ harmonious.” Those are not only 
moral words, but they are also words that can become concrete 
and can be made practical in military action. Also we have had 
the phrase: “A mournful army will surely win.” As you see, 
you have two tempers now fighting. One is the idea of bravado. 
Usually, I think, it is called now by that hackneyed phrase 
“inferiority complex ”’ in the sense of trying to bluff—‘‘ I am 


somebody; you respect me.” If you watch the Japanese 
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soldiers marching through Chinese streets, notice them. They 
do it in a very bombastic manner. And then you find that when 
they have passed by the Chinese common worker will smile. And 
that smile means alot. Thatisit. They are laughable. There- 
fore there is no need to waste energy even in hating them. 

This philosophy of firm, patient, humble, harmonious control 
in personal character is very important. It is perhaps curious 
that the Generalissimo should lecture to his Generals half of the 
time on personal control, but this is because it is thought that 
through personal control you can get the Chinese forces working 
along these lines. Thus the glue will follow the fist, although 
the fist may feel very proud that it is going ahead. In other 
words, the glue is going to surround the fist. The farther you 
go in, the harder it is to get out. So I should not be surprised to 
find—and I think it has been confirmed by neutral observers— 
that the Japanese troops are beginning to be alarmed as to when 
and how they will ever get home. I do not need to tell you of the 
various incidents, but I think you must have heard news reports 
of the way in which the Chinese worry the Japanese occupants 
of these various points and lines, broken lines. One of them is 
very telling. A group of Japanese soldiers were sent down to 
guard the junction of the railway south of Peking. At first one 
hundred went. Then in the night-time somehow just on the 
door of the barracks appeared Chinese characters saying : ““ Down 
with Japanese Imperialism.”’ The Japanese were annoyed and 
shot some villagers, but the next day again the same thing 
happened. After a few days they doubled their garrison, but 
still those things appeared. That is just a little incident, and then, 
of course, there is the appearance of Chinese guerillas at odd 
moments—and also the altogether un-understandable stupidity 
on the part of the Chinese in not pleading for peace. Whenever 
the Japanese succeeded in getting to a place, they thought that 
the Chinese would ask for peace, and the Chinese so far have not 
done so at all. 

The other phrase that I used was “ countryside versus the 
cities.” I think that if this sort of war had happened in Europe, 
it surely would not have been possible to carry it on in the same 
way. I asked one military leader who is very close to the 
Generalissimo and he put it in a very telling way. He said 
that one of the fundamental reasons for confidence is the fact that 
China is backward in most spheres of modern activity. Because 
our whole industrial system is not yet organised in a modern way, 
the cities have not developed to such a degree of potential strength 
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as to control the countryside completely. During this last hundred 
or hundred and fifty years the cities in modern countries have 
become so extremely important that the countryside simply 
cannot live without cities, and thus the cities control the country- 
side, but it is not yet true of China. Therefore the Japanese 
may go in and get a few cities and towns, and still be surrounded 
by the Chinese countryside. Fortunately, during the last two 
years we have had good harvests, and therefore there is no bother 
at all about keeping the countryside calm and loyal so long as 
there is food to eat, apart from the other phenomenon of a new 
awakening of a national consciousness. You might say that 
from now on this is to be a war of the countryside against a few 
cities that the Japanese have so far occupied. So, from the 
Chinese point of view, we seem to be trying out a new form of 
strategy. Usually in the Western world two forms of warfare 
somehow serve as the patterns for the interpretation of fighting. 
One is the pattern of fronts or positional warfare. That pattern 
was made especially distinct by the last World War, with trenches 
running miles long and constituting a front. Then another 
pattern is the pattern of guerilla warfare which was made so famous 
by Colonel T. E. Lawrence of Arabia. Now, I do not think 
anybody can say where the fronts are in this war. There are 
no fronts. There are Japanese penetrations, yes, but no fronts. 
But the Lawrence type of guerilla warfare is naturally employed 
a great deal. From now on it will be made more use of, but 
nevertheless it will not be effective, as military experts know, 
unless supported by the regular troops, so regular mobile forces 
will be used in the invaded areas in order to co-operate with the 
guerilla activities. 

I have so far outlined the general characteristics of the second 
phase in China’s struggle. It will be not only defensive, but also 
offensive. It will be an emphasis on the countryside in the 
invaded areas. It will also be an emphasis on political develop- 
ment, because in all the so-called invaded areas very few districts 
or counties have fallen completely under Japanese control. 
I have here a table prepared by the Executive Yuan—that is, 
the Cabinet—based on statistics gathered up to October 1938. 
In Shantung Province, to take one example, which has a hundred 
and seven districts, seventy-three of those districts are in complete 
Chinese control with no disturbances at all. Then in thirty- 
four of the districts the magistrate of the district was still in the 
magistrate’s city or in a village outside the magistrate’s city, 
so we might call them under partial Chinese control. Seventy- 
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three plus thirty-four makes a hundred and seven, with not one 
single district or area under complete Japanese control. Then 
take another province, Shansi, where a great deal of fighting 
was done. The Japanese got into different parts of this province, 
but as a matter of fact a survey of that province has shown that 
out of ninety-five districts forty-six are under complete Chinese 
control, and forty-eight districts under partial Chinese control. 
Only one district is under Japanese control—and that is after 
a year and a half of war. I will not go through the statistics, 
but they show very clearly that in all this area already invaded 
by Japan there are various points of advance, but still the whole 
countryside remains dominantly Chinese, and the emphasis will 
be to build up all that countryside with political and educational 
organisations. 

So I may say, then, that up to this point, after eighteen 
months of war, the core of Chinese national resistance has not 
been broken and will not be broken, because of this peculiar 
situation in China. We do not hide the fact that we did not start 
the war as a modern nation. We were in the process of building 
a modern nation. Perhaps during the three years before the 
outbreak of the war we were doing a little too well, and that 
aroused impatience on the part of those who had designs on us. 
But whatever the cause, the core is as safe as ever. So long as 
there will be a Chinese National Army there will be an independent 
China, and that is definite. How will the Japanese be able to 
destroy that core? It seems as though it becomes less and less 
possible. Furthermore, from now on it will not be fighting on a 
purely defensive basis. It will be fighting on a mobile basis of 
attacks and counter-attacks, to be followed by a big counter- 
offensive on a larger scale. 

Now, suffering has been tremendous. All of us wish to have 
a clear idea as to what may happen. When may this terrible 
phenomenon in human history be brought to a conclusion? 
I am sure that is what well-disposed friends all over the world 
are interested in. We appreciate that. We also further realise 
that it is not a matter that can be settled in one corner of the 
earth alone, because it is inextricably bound up with affairs 
in other parts of the world as well. So, in conclusion, may I 
just venture to propose two hypotheses as to what may come 
after now ? 

One hypothesis is that through continued Chinese resistance, 
through this process of exhausting the Japanese forces, both 
militarily and economically, a stage will be reached—it is very 
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dangerous to give a time limit, but I should think between a 
year or two years at the outside—when a new balance of forces 
in the Pacific may be attained, when a new Conference of the 
Pacific Powers following the principles of the Washington Treaties 
may be called. This hypothesis presupposes, however, that 
within this period there will be no war in some other part of the 
world. There are reasons for us to think along these lines. For 
instance, the balance of forces in the Pacific was made at the 
Washington Conference in 192I-1922—at that time, really with 
Japan on one side and Great Britain and the United States on 
the other. That balance held for a period of nine years from 
1922 to 1931. Then Japan broke the balance by striking in 
Manchuria. At that time, 1931, in certain countries between 
the winter of 1929 and the autumn of 1931 certain things 
happened economically—certain very proud currencies went off 
gold and there was something called a depression practically 
everywhere. As is now becoming obvious, the Japanese took 
advantage of that, and the balance of the Pacific was soon at 
an end. 

We can really say, without being too nationalistic, that at the 
time of the Washington Conference China was not counted as 
being at all a positive factor. Neither was Soviet Russia so 
counted in 1921 and 1922. From 1931 to the London Conference 
at the end of 1935, a period of about four years, there was a con- 
tinuous growth on the part of Japan in this balance. From the 
end of 1935 onwards gradually the balance changed in form 
because the unification of China became significant as a positive 
factor. It was at the end of 1935 that the whole thing really 
started. For instance, there was the Chinese currency reform 
at the end of 1935, and the reception of that currency reform 
all over China, making the Chinese Government notes uniform 
and withdrawing the silver coins. Then came the assumption 
by the Generalissimo of the duties of the Executive Yuan, and 
then all through 1936 there was a testing of that unity by two 
great events. One of these events occurred in the summer of 
1936, when civil war was threatening between the Central Govern- 
ment and Kwangtung and Kwangsi provinces in the south. I 
happened to be in London at that time. I came here as an 
exchange lecturer in the Universities, and in about June of that 
year I noticed in certain newspapers in London the big headlines : 
“ Civil War again in China.”’ It was terribly good news, because 
that word “ again ’”’ suggested that there had not been a good 
show for some time. I did not want to spoil the fun for certain 
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reporters, so I closed my door and did a little writing, but there 
was no civil war. Then again another event, also rather badly 
interpreted abroad, was the Sian affair, when the Generalissimo 
was forcibly detained. Again the Western world did not know 
how to interpret it. They called it a “ capture,” a “ kidnapping,” 
and finally some agreed on calling it a “ farce.” If you go through 
the newspapers in those days you will see that they did not know 
exactly what to call it. It was again a peculiarly Chinese affair, 
and it was settled in the Chinese way, but the settlement showed 
that the unity of the country was stronger than ever. During this 
crisis, which occurred in December 1936, I was at home. I 
noticed the spontaneous expression of anxiety and finally of 
satisfaction when the Generalissimo came back. As a matter 
of fact that was a General Election in China, again in the Chinese 
way. So you might say that the present Government of National 
Unity in China started from the General Election in December 
1936. However, all through 1936 the unity of China became a 
reality, tested by these two serious events. 

So from 1936 onwards the negligible factor of China began 
to take its place on this side of the scale, in the balance of forces. 
And of course in 1935 the Soviet Union felt itself safer to sell the 
Chinese Eastern Railway than to argue with the Japanese. 
There was China’s protest, of course. Through 1936 the Soviet 
forces north of Manchuria increased. The number was increased 
from two hundred to three hundred thousand, and to-day it 
totals perhaps half a million men east of Lake Baikal. So in 
1936 the Soviet influence began also to count on this side of the 
scale. Furthermore, there was your great rearmament pro- 
gramme in 1936 after the London Naval Limitation Conference 
broke up. That was also in the early spring of 1936, and then the 
American naval rearmament began, also in the same year. 

You may say, then, that the height of Japanese power in the 
Pacific was reached at the end of 1935. That highest point is 
now passed. When you actually look at the thing concretely, 
it is clear that from 1931 to 1935 the Japanese side of the scale 
tilted heavier and heavier, and then reached its heaviest point 
at the end of 1935 and the beginning of 1936. Then a little 
thing, the Chinese factor, became positive and jumped into the 
scale, so to speak. The Russian factor was slightly shadowy 
before the end of 1935, but then became more definite, also on 
this side of the scale. Then the British factor, which because of 
your desire for peace in the meantime had become smaller after 
1922, began to growin stature. The American side also dwindled 
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a little bit; it shrunk quite a good deal after 1922; again after 
1936 it grew up again. So you may say that this side of the scale, 
especially with China wearing down Japanese power at the present 
time, is already coming back and back. And naturally there is 
less and less fear of the Japanese being able or attempting to bite 
at anybody else apart from China, and of course in the case of 
China, it is not a matter of biting at all. It is a matter of pushing 
the fist into soft glue. So you can easily see that from the 
point of view of the balance of forces the time will soon come 
when things will be different, but I am afraid we must do this 
“ gluing ’’ business a little longer, because it is good for the souls 
of our neighbours. This process will probably go on for a year 
or two years, and then, when the new balance is reached, we hope 
it will be a much better peace than the Pacific regions have ever 
had. That is one hypothesis. But that hypothesis, I am afraid 
you will say, is a little unreal, because of the threatened difficulties 
in Europe. 

Now, if there should be an open conflict in Europe within the 
period of a year or two years, what would be the effect on the 
Far Eastern situation? I think the question would arise as to 
how the Chinese factor in this larger struggle might be made 
effective because of the potential power residing in China’s 
human resources. Therefore if there should be a conflict in 
Europe, I think efforts would be made by the democratic Powers 
to increase the effectiveness of China as a partner in the larger 
struggle. So we can easily see two alternatives, and I still hope 
that the first alternative may be realised, because it involves 
fighting on the part of China alone. We have, I think, humbly 
done our share, and we do not wish to pull anyone into the war, 
but yet if there should be a general war, I think China would also 
not shun her responsibilities. 

In conclusion may I just read one paragraph of a speech 
given by the Generalissimo? A statement was made by Prince 
Konoye, the then Japanese Premier, on December 22nd last, 
and there was a reply by the Generalissimo on the 26th. This isa 
paragraph from the Generalissimo’s statement : 


‘‘ The aims of this war in so far as China is concerned are to complete 
the task of national revolution and to secure for China independence, 
liberty and equality, and internationally to uphold right and justice, 
to restore the sanctity of treaties and to rebuild peace and order. 
This is a war between might and right. It is a war between a law 
observer and a law breaker. It is a war between justice and brute 
force. A Chinese proverb says: ‘ The virtuous one is never alone. 
He always has neighbours.’ Right and justice must emerge victorious. 
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We must hold fast to our stand, fix our eyes on our goal and be firmly 
determined. The greater the difficulties are the stronger we resist. The 
entire nation carries on the struggle. The final victory must be ours. 
I hope our comrades and armies and the people of the nation as a whole 
will redouble their efforts to attain our goal.”’ 


That is the temper of the struggle in China. I have tried 
to give you some kind of picture of the present situation in China 
and to suggest two hypotheses along which we might try to seek 
some sort of pattern for the future. 


Summary of Discussion. 


Mr. H. S. JEvons asked whether the lecturer had not been rather 
optimistic in relation to the future having regard to the difficulties 
of obtaining munitions. He thought all the great ports of China and 
the coasts were occupied or controlled by the Japanese. It seemed 
that the only routes available would be from Russia or from Europe 
via Burma, landing munitions in Rangoon and taking them fourteen 
hundred miles by road. The quantity which could be taken by this 
route seemed insufficient for the enormous armies still being kept in 
the field. What were the facilities for the manufacture of armaments 
in Chungking and similar places? 


Dr. CuHanG replied that a conservative estimate showed that 
the stored up arms would be sufficient for a year, after the cutting off 
of Canton. Some people estimated that the supplies would be sufficient 
for two years. This was why the Chinese had kept the Canton—Hankow 
road open for so long, in order-:to import arms. Now small arsenals 
had been set up in different parts in West China, some around Chung- 
king. There were factories for the manufacture of aeroplanes, hand 
grenades and there was also some supply of heavy arms, artillery 
and tanks. The latter had not been used very much, and were now 
being withdrawn to areas where their manipulators were receiving 
better instruction in the use of modern forms of warfare. They would 
not be needed for six months or a year. Small arms which would be 
needed could be supplied. 

He had himself recently travelled along part of the road mentioned, 
from Rangoon, and had a map of it with him. Trucks carrying 
about three tons could travel on the road now, and it was hoped to 
improve it so that five-ton trucks could be sent later. Of course the 
rainy season would damage it to some extent, but there were large 
numbers of workers available to keep it in repair. The north-western 
route through Chinese Turkestan was open, and a certain amount 
of arms was coming in that way. Occasionally there would be some 
shortage in one particular line or article, but this could usually be 
supplied within two or three months by fresh importations, and there 
was no real concern over a shortage of armaments. 


Mr. F. C. Jones said that the lecturer had stated that one third 
of the Chinese forces would be sent to co-operate in the guerilla warfare, 
using mobile tactics. This would be approximately eight hundred 
thousand men. Who would be responsible for their training in mobile 
fighting? Secondly, how would these troops be fed and receive supplies 
in the coastal provinces ? 
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Dr. CHANG replied that the mobile forces would go into the invaded 
provinces and would be commanded by regular officers, not of the 
8th Route Army alone. The warfare would not consist of strictly 
guerilla tactics. Their bases would be the mountains in those districts. 
As to feeding the troops, during the last two years the harvests as he had 
said had been exceptionally good all over the country and in the cotton- 
growing areas the farmers had been told not to plant cotton, but to 
plant grain. The troops could travel from one side of the railway to 
the other, especially during the night, and could carry a certain amount 
of supplies with them. Obviously in a final analysis the number of 
people sent into a district would depend upon the amount of supplies 
available for them in that area. 


QuEsTION: Would the lecturer give some explanation of the 
peace offer which had been made recently ? 


Dr. CHANG said that Wang Ching-wei, although it was variously 
reported that he was in Hongkong or Shanghai, on January 7th or 8th 
was still in Hanoi and had not left that part of the world. It would, 
naturally, not be very convenient for him at present to visit any part 
of the world where there were large numbers of Chinese. He left 
Chungking on December 18th and flew to Indo-China on the roth. 
Prince Konoye made his statement to the world about the new order 
in East Asia on December 22nd. The Generalissimo answered him 
on December 26th. Wang Ching-wei made a statement on December 
29th. The statement of Prince Konoye demanded a new order in 
East Asia under the hegemony of Japan, with China under her control 
and all trading interests in that part of the world also under her control. 
The Generalissimo replied that he must fight for an independent China 
and, as to the Japanese offer not to claim indemnities, he answered 
that should she conquer the whole of China she would not need them, 
for the whole country would be hers. Mr. Wang Ching-wei had 
evidently thought it wiser to make a statement accepting the Japanese 
terms with qualifications. This seemed to the Chinese rather naive ; 
it would be like trying to take food out of the tiger’s mouth by asking 
him for something to eat. It was not officially considered that Mr. 
Wang Ching-wei had definitely committed treason, but that he had 
made a very unwise and inopportune move. The explanation was most 
probably that this move had been begun about the middle of November, 
but in the meantime two things had happened. One was the lightning 
speed with which reorganisation of the Chinese forces was effected by 
the Generalissimo’s visits. Mr. Wang Ching-wei under-estimated 
the strength of the Chinese army and he had made his plans at the time 
when the Generalissimo was still visiting the troops in the field. He 
had called his Conference on November 27th. The situation had be- 
become clear only in early December. During the two weeks after 
the withdrawal from Hankow there was a great deal of apparent 
disorder and nervousness. Mr. Wang Ching-wei was afraid that 
disorder might continue and that the Chinese forces would not be 
reorganised so quickly. That was one miscalculation. Then another 
factor which he misunderstood was the attitude of the democratic 
Powers of Great Britain and the United States of America. As they 
had not acted before our withdrawal from Canton and Hankow, he 
thought that after the fall of these places surely they would not act. 
On the contrary, the democratic Powers had at this moment begun to 
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take some notice, due to the stupidity of the invading forces on the 
coast who had gravely disturbed foreign trade. At last they had 
begun to understand Japanese intentions. So they had taken some 
action in the form of financial and commercial credits and loans and 
by a definite statement with regard to the Nine-Power Treaty. Mr. 
Wang Ching-wei had already gone too far when he knew of the re- 
organisation of the Chinese armies and the British and American 
action. The Generalissimo, however, had taken a magnificent 
attitude and now the whole incident was closed, leaving the atmosphere 
of determination and confidence clearer than before. 


Mr. R. T. BARRETT said that the 8th Route Army had excited a 
great deal of interest, and there were some people who thought that 
it would be the source of a nationalist movement in China similar to 
nationalist movements in some other countries. The same people 
thought that the overture of peace from Prince Konoye had been 
made on account of his fear of this happening. His retirement had 
been caused by the extremists under General Araki taking a different 
attitude and ignoring events in China. 


Dr. CHANG said that the numbers in the 8th Route Army were not 
surprisingly large. The national forces were quite large, and it must 
also be remembered that the 8th Route Army was now a part of a 
national force. Concerning the influence of the 8th Route Army on 
Chinese policy, there was not a single Minister in the Government who 
was a Communist. There was one Communist Vice-Chairman of the 
Political Training Department under the Military Affairs Commission. 
He was an old student of the lecturer who had spoken with him recently 
and had not found him so very “ Red.” He had told the lecturer 
to look out in Europe and America for apologists, who would be much 
more to the Left than the Chinese Communists, some of whom had 
done much harm. Communist influence in China and its danger lay 
only in the minds of Japan and her friends. Japan’s only aim was to 
subdue China. There remained, however, the problem of co-operation 
between the ruling Party and the Communists, and this would doubt- 
less take place along democratic lines. The Communists were few in 
number, and would not be politically prominent as long as democratic 
government was maintained. 


QUESTION: Would the lecturer give some information about 
the refugee problem in China? 


Dr. CHANG said that the refugee problem was tremendous. The 
National Relief Commission had been able to do something, and the 
funds received from abroad had greatly relieved suffering and also 
stimulated the moral efforts on the part of the Chinese. The very 
disturbed conditions made it impossible for statistics to be taken. 
Again, China had no Old Age Pensions, no Unemployment Insurance 
and was extremely backward industrially, but because of this she 
was able to absorb refugees and unemployed and aged people under 
the old social system. So to-day the refugees moved about, and large 
numbers of them appeared and disappeared, cared for by their friends 
or families. This did not mean that there was not a very great deal 
of suffering. Different districts and provinces were taking part in 
relief work and co-operating with the National Relief Commission. 
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Special areas had been set aside in the western areas of the country 
for the keeping, training and rearing of refugee children. In this 
respect Madame Chiang Kai-shek had been a wonderful leader as well 
as an admirable help-mate to her husband, accompanying him on all 
his dangerous exploits and adventures. In the invaded areas the 
missionaries were doing splendid work, and on his arrival in England 
the lecturer had been pleased and gratified to hear of the Lord Mayor’s 
Fund and also the work of the China Campaign Committee and other 
groups working for relief in China. Such work would strengthen the 
ties of friendship which bound Great Britain and China. 


QuEsTION: What brought hope to the Chinese? In the terrible 
and almost hopeless world of to-day there did not seem any reason 
for anyone to hope: the old reasons for hoping were gone. China 
seemed to have lived by something more hopeful perhaps than any 
other country. What was it? 


Dr. CHANG said that it must be remembered that China was still 
a child in modern nation-building, and as a child could still conceive 
of the joy of making something, not yet having enjoyed it. So now 
they were resisting and nation-building at the same time. They did 
not conceive this war of resistance as taking place between two formed 
nations, but as a necessary process in building a Chinese nation. This 
idea of building a nation helped and supported the Chinese. If it 
were asked: Why should they want to build a nation? The answer 
could only be that they were as foolish as anybody else. 


QUESTION : What was the position of Russia in the scheme drawn 
by the lecturer ? 


Dr. CHANG said that Russia had not begun to assist China till after 
the League of Nations Assembly had taken action in September 1937. 
The Assembly had asked the Powers not to make Chinese resistance 
more difficult, and had told them that they might aid China individually. 
Only after this decision had Russia begun to do anything. She had 
been very afraid of doing anything by herself. During the last year 
the Turkestan road had been open and a certain amount of material 


-had been sent from Russia to China. Spare parts had been sent to be 


assembled in China, and Chinese products, such as tea, had been sent 
out, and trade had been more or less on the barter system. Camel 
caravans were used to carry petrol because camels did not drink petrol 
and trucks did. Russian experts had come to train Chinese pilots 
in the use of Russian aeroplanes. There was not any real Russian 
influence. Advice had also been taken from German friends of 
China, though this might seem strange. The leader of the German 
military mission to China had only recently made a statement in 
Berlin that he believed in the ultimate victory of China. All foreign 
military experts found the Chinese astonishingly stupid in some respects 
and surprisingly resourceful in others, because at the beginning they 
had been unable to understand the Chinese way of fighting. Use had 
been made of their technical skill in training large forces, in providing 
means of defence, in surveying territory, etc., but when it came to the 
manipulation and use of the armies, especially when it came to spiritual 
control, foreign experts agreed that the Chinese Generals were develop- 
ing a psychological strategy of their own. 





























THE ECONOMIC BACKGROUND 
IN GERMANY’? 


By Tuomas BALOGH 


IN a world dumbfounded by the continued success of aggression, 
some comfort has been derived by many people from two argu- 
ments. It is said, first, that the mounting ambitions of the dic- 
tators are mutually incompatible and must sooner or later bring 
them into collision. Secondly, it is believed that their wanton 
expenditure on wars of conquest and preparations for future 
aggression must cripple their economic systems. From this it 
is argued that time automatically works on the side of the 
democracies. Therefore, so the argument goes on, the Free 
Countries should refrain from doing anything which might pre- 
cipitate a conflict. 

The basic thesis of this argument, and with it some economists, 
have lately fallen into grave disrepute. A new and not less 
startling school has arisen which wishes to explain the success of 
the German experiments by their adherence to strictly orthodox 


canons. 
In this paper an attempt will be made to show 


that the real sacrifice imposed on the population of the 
totalitarian States by rearmament and attempts to achieve 
autarky is much less than is commonly supposed—most of 
the effort was accomplished by re-employing idle productive 
factors ; 

that they have evolved an economic system which 
enables them to mobilise all productive power at their 
command for a predetermined aim, military preparedness 
and striking force; 

that there is economically nothing essentially unstable in 
this system in the sense that it would necessarily entail a con- 
tinuous and cumulative lowering of the standard of life; such 
reduction as may occur (or has already occurred) is due 
not to the system itself but to its use, 7.e., increasing military 
expenditure beyond the limit defined by the existence of 


1 Address given at a meeting at Chatham House on December 15th, 1938; 
Mr. Clement Jones, C.B., in the Chair. 
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idle productive factors; an absence of such an increase in 
military expenditure would relieve both the strain on the 
balance of payments and render possible a rise in the standard 
of life ; 

that this system was not a consciously planned consequence 
of a politico-economic and metaphysical conviction, but the 
gradual, empirical outcome of developments necessarily 
consequent on the decision to rearm—a consequence in many 
instances and by many of the leading protagonists only 
reluctantly accepted ; 

that the cumulative increase of tension in fact experienced 
is therefore not the consequence of the economics of the system 
but of deliberate policy, due perhaps to a_ sociological- 
political dynamism forcing the system towards collectivism 
and militarism whose motives are certainly non-economic ; 

that therefore any irrevocable economic concessions to these 
systems based on the hope of relieving the tension by helping 
to bring about a rise in the standard of life, are in all likeli- 
hood not only doomed to failure, but would, most probably, 
have unfavourable results for those who are from economic 
(or ethical) motivations granting them by further increasing . 
the striking power of the totalitarian countries without 
changing the character of their policy or being able to affect 
the standard of life; 

that a collapse of the system for economic reasons alone 
is unlikely ; 

that a complacent policy of waiting would almost 
certainly result in a relative further weakening of the “‘ free ”’ 
countries even more difficult to overcome, but that the 
potential strength of these countries is greater. 


The Extent of German Rearmament Expenditure. 


We must first investigate the magnitude of the German 
expenditure on rearmament, an expenditure which determined 
the development. 

The exact magnitude of German expenditure on rearmament 
is not known. No official budget figures have been published 
since the second year of the Nazi Government. We have there- 
fore adopted an indirect method of estimating it. German rearma- 
ment expenditure has been financed by three expedients: by 
short-term credit creation (and the issue of bank notes); by long- 
term loan operations; and by the increased yield of taxation. 
Statistics on the second are available, the extent of the first and 
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third can be arrived at with some measure of exactness on the 
basis of published reports. The amount thus obtained may be 
checked by an estimate of the number of workers employed by 
rearmament on the basis of employment statistics and the 
indices of production. 


Credit Creation. 


The first method of financing State loan expenditure, the 
creation of additional cash (both credit and banknotes), was 
mainly utilised in the first years of the Nazi régime. The exist- 
ence of vast unemployment justified resort to this expedient. 
The amount thus obtained can be estimated by the increase of 
the bill-portfolio of the German banking system. Two qualifi- 
cations are necessary, however. The met increase of the assets of 
the commercial banks (and even of some other institutions of the 
banking system) veils a liquidation—with the help of the expansion 
and revival brought about by the loan expenditure of the 
Government—of debts frozen as a result of the depression and 
transformed into bills to enable the banking system artificially 
to maintain its liquidity. The second qualification must be made 
on account of the discontinuation of statistics of the total 
volume of bills. It is not known, therefore, whether the volume 
of bills outside the banking system has not increased since the 
beginning of 1936. Until then it had shown a declining tendency 
from Rm. 3:2 milliards in the autumn of 1933 to Rm. 3-0 milliards 
in the spring of 1936, partly because the flood of armament 
orders increased the liquidity of the economic system, partly 
because the scarcity of foreign exchange and the control of imports 
steadily diminished the volume of stocks, and thus freed money- 
working capital. The bill-portfolio of the banking system in- 
creased from Rm. 6-9 milliards in April 1933 to Rm. 15-1 milliards 
in April 1938—.e., by Rm. 8-2 milliards. Thus if we disregard 
the second qualification, and assume that the special bill holdings 
of industry and commerce did not show any further variation in 
either direction, the total purchasing. power mobilised by this 
method of finance may be estimated at between Rm. 8-2 and Rm. 
18 milliards. The two limits are derived by taking the f¢oftal bill 
circulation or merely its increase since 1933, according to whether 
we assume that all or none of the circulation of genuine private 
bills have in the meantime been replaced by rearmament and other 
Government-sponsored or guaranteed special bills (and assuming 
that Rm. 3 milliards are still outstanding and held outside the 
banking system). A German source at the end of 1935 estimated 
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the replacement at between Rm. 4:5 and 7 milliards. Since then, 
the volume of private bills outstanding has further declined. 
The lowest volume of so-called “secret debt” of the Reich 
Government seems to be Rm. 13-15 milliards. It may be con- 
siderably greater, though estimates over Rm. 25 milliards are 
probably figments of phantasy. 

In the two years ending April 1937 and 1938 respectively, the 
yield of credit creation alone was Rm. 2:57 and Rm. 1°54 milliards. 
As long as there was an unemployed reserve of productive power 
in the shape of idle plant and labour, this method of finance was 
of primary importance. It resulted in increased employment 
and national income. It will certainly be less conspicuous now 
that full employment has been reached. Indeed, as a result of 
Dr. Schacht’s pressure and persuasion, its complete discontinuation 
was announced in April 1938. This was as impossible as it was 
unjustified. The economic system will continue to expand, and 
thus the demand for cash reserves will increase. This increase in 
the demand for cash can be supplied by credit creation without 
any untoward monetary consequences. In so far as the state is 
able to enforce the increase of the idle cash reserves of the economic 
system by direct regulation, even a transgression of this limit need 
not result in “‘ inflation.”’ 


Long-term Loans. 


State loan expenditure resulted in a rapid increase in employ- 
ment and national income. This in its turn increased the volume 
of private savings. These were also canalised to finance Govern- 
ment expenditure or such private investment as the Government 
desired.1 Voluntary savings were tapped by the issue of long- 
term loans. These amounted to not less than Rm. 6°5 milliards in 
1938 and well over Rm. 10-5 milliards since the beginning of the 
fiscal year 1936-37. The complete control established over the 
banking system, the savings banks and the insurance structure 
has been vital in ensuring the smooth consolidation of the 
accumulating floating debt. As the German savings are mostly 
held in the form of deposits, both bills and securities have 

1 This policy of not permitting a cumulative increase of private investment 
may seem contradictory to those who still regard the loan expenditure of the 
German Government as a means to stimulate private enterprise rather than an 
end. On the one hand, the State indulges in loan expenditure. On the other, it 
prevents this loan expenditure from having the desired monetary effect. Full 
employment, it may be argued, could have been reached without the State 
continuing to increase its debt. If we remember, however, that the aim of the 


Government was to achieve its maximum activity in a certain desired direction, 
the method applied becomes intelligible. } 
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to be bought by the banking system. The “‘long’’-term character 
of the finance depends, therefore, on whether the owner of the 
saving deposits does not suddenly decide to dissave, to spend 
these deposits, for in that case at full employment this additional 
demand would result in inflation. Thus the equilibrium is not 
altogether stable—unless the Government is prepared to force 
funding or control the withdrawal of these deposits. 


Taxation. 


The buoyancy of revenue was greater than the increase in 
national income, both because taxes have been increased and 
because of their progressiveness. Reich taxes were Rm. 14 
milliards in 1937-38, they are running now at the rate of over 
Rm. 17 milliardsa year. To this have to be added State municipal 
taxes of roughly Rm. 4:4 and Rm. 5 milliards, and unemployment 
insurance contributions of about Rm. 1-8 and Rm. 1-8 milliards. 
This represents increases of roughly Rm. 7-6 and Rm. 9°8 milliards 
over and above the year 1932-33. If we assume that the deficit 
of that year was due to the increase in the cost of unemployment 
relief—which is a conservative assumption—the above amounts 
represent true budget surpluses available under more normal 
conditions for remission of taxation which were in fact used for 
covering an increase of State expenditure, and thus represent 
“forced collective saving.” 

Thus the Nazi Government had at its disposal something like 
Rm. 13°44 milliards in the year ending March 1938. It must 
amount to a rate of something like Rm. 19-23 milliards p.a. at 
present. The total State expenditure is now running at the 
rate of between Rm. 30 and 34 milliards a year, 1.e., over 40 
per cent. of the national income. The tax burden and insurance 
contributions together are over 30 per cent. of the national income. 
This excludes all ‘‘ voluntary”’ but effectively enforced contributions 
to the Winter-help, Party purposes, etc. Additional amounts were 
invested by private industry at the behest and under the control 
of the Government under the so-called four-year plan for factories 
producing military equipment and raw materials essential for 
war purposes. A certain proportion of the increase in State 
expenditure must have been absorbed by the rise in the cost of 
administration, non-military public buildings, etc. The cost of 
the two mobilisations must have also been quite substantial. 
It would be very conservative to say, however, that two-thirds of 
this amount must have been spent on rearmament and the cost 
of upkeep of the standing (and expanding) establishment of the 
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TABLE I 


: GERMANY 
Taxation, Cost of Unemployment Relief and Borrowing 


In 1000 millions of Rm.* 





nS Pg 3 : 


| 1933-34. 1934-35.| 1935-36. 








1936-37. 1937-38, 1938-39. 








x. Tax Revenue, including States | | | 












































and Municipalities* . ; 10°2 10°6 11'9 13°4 | 155 | 184 | 220*! 
2. Contributions to the Unem- | | | 
ployment Insurance . % 5) fa ne ARR | Hae | I'5 | me 1 ax 
I+2. 3 4 . | arg | razr | x34 | 148 | 170 | 20:2 | 23°8* 
3. Cost of Unemployment Relief ® 2°8 | 2 | £6) | case | 0'9 | o4 | o'2 * 
r+2-3 . ‘ ‘ | 8-7 | 9°8 rr8 | 1395 | 16 | 19°8 | 23°6 * 
4. Available for “extraordinary | | | | 
expenditure ” out of taxation | | | | | 
on the basis of 1932-33 .| —2°5 | —1'4 | +06 | +2°3 | +4°9 {-8°6 -+-12*4 * 
5. Increase in the Bill Portfolio o | ‘ > | 
the Banking System (April- | | i, | | Oct. 
es EAS a ere (ioe +3°76 1 | 2°57 1°54 1err ¥f 
Plus “unknown replace- | a. (+ 69 to 10°6) , (x) Unknown increase of bills 
ment ” of private bills ® . ak . privately held. 
6. Increase in the Internal Post- | i 
war Debt (April-April):? | | | | | Oct. 
Short-term , ; eS a o*4 0°75 0°5 NS - +2°5 
Long-term. 3 ie 0°85 0°75 1'7 | +2°6 3°3 +4°25 t 
Total visible borrowing . | — | 1°25 1°25 | 2°92 | 2°r | 3°3 | 6°75 (7°1) 
Total estimated borrowing | ~ | 4°15 | 4°15 | 5°I | 4°67 | 4°84 | 7-7°35 § 
7. Minimum limit of estimate of | | | 
total available for ‘ Extra- | | | | 
ordinary ” Expenditure (i.e., | | | 
1+2-—3-+5and6)® A oe +2°75 | +4°75 | 7"4 | 9°57 1344 | 19 to 23* 





® It is extremely difficult to estimate the equivalent of the German expenditure in terms of sterling. 
The purchasing power of the mark varies considerably in different fields. In general it may be said that 
it is high as far as the command over labour is concerned, and rather low in purchasing raw-materials and 
foodstuffs, both home and foreign produced, on account of the relatively limited natural resources of Ger- 
many and the desire for autarky. The cost of the personnel of the defence forces per head in terms of 
marks is probably much lower than the equivalent expenditure in this country reckoned at the official rate 
of exchange (Rm. 11°90 per £). This rate of exchange perhaps expresses the true purchasing power parity 
as far as domestic wages are concerned. It would be very conservative, however, to assume that the 
mark is worth not much more than 50 per cent. of its nominal gold value in purchasing raw materials 
and foodstuffs. The cost of raw materials is only a small portion of the cost of armaments (except for 
fuel, explosives and shells). Moreover, in Germany certain important arms (’planes) are now manu- 
factured on a mass-production basis, whereas in the Western countries they are still produced by costlier 
methods. Thus an average rate of exchange of about 15 marks per f£ is very conservative. (Reprinted 
from a letter in The Economist, by kind permission of the Editor.) 

* Estimated. It may be somewhat higher. 

+ Partly due to Anschluss, etc. 

According to other calculations, 4°6; in that case total borrowing 7*1 

Approximately 11 p.a. if borrowing continues at the same rate. 

Excluding the fine imposed on Jews and the proceeds from the sale of confiscated property. 

This table excludes contributions to health, old-age pensions, etc., insurance amounting in 1938 to 
not less than Rm. 3:1 milliards, and the contributions to the Labour Front Rm. o:5 milliard and the 
Winter Relief Fund Rm. 0-4 milliard the eventual use of which is not disclosed. It does not include 
“voluntary ” contributions to the Party. All these, in fact, represent further taxes the yield of which 
to some unknown extent is used for military and para-military purposes. The revenue figures also 
exclude any revenue derived from the sale of assets, profits on Government-owned securities or under- 
takings—i.e., that revenue which would be called ‘‘ miscellaneous ”’ in this country. 

3 This calculation is based on the assumption that the budget deficit of Reich, States and munici- 
palities was roughly Rm. 2°5 milliards. It disregards the fact that the municipalities have a surplus now. 
The errors due to this and above simplifications are not of the same order of magnitude as the figures 
shown, and thus do not destroy the usefulness of the table. 

* These figures exclude the fluctuation in the amount of bills held outside the banking system. This 
was Rm. 4 milliards in 1932 and fell below Rm. 3 milliards by 1936. From that point onwards no 
statistics are available. There are indications, however, that it has since increased again. 

® Not including payments out of the insurance fund proper of roughly Rm. 0-4 milliard. 

* The final figures (7) are based on the assumption that half of the private bill circulation of Rm. 10.6 
milliards in 1933 was replaced by “ special bills,” that the volume of bills outside the system did not increase 


at all and that borrowing of special bills in the first three years was evenly spread, 1.e., 106 + 3°76:3 — 2°9 


p.a., and that no further increase or replacement has taken place since. This assumption would result 
in an estimate of the total “‘ secret ” debt of only Rm. 13:2, certainly a gross understatement ! 

7 No attention has been paid to the reduction of the pre-War debt of Rm. 1 milliard since March 31, 
1933, nor of roughly Rm. 1-7 milliards in the external debt as it is not known what the effective repay- 
ment represented. Both categories could be amortised by purchases below par. The reduction of the 
external debt is due also to the depreciation of foreign currencies in terms of the theoretical free mark. 

8 In addition Rm. 1°5 milliards already issued and paid for in January. The short-term figures not 
available and may show a drop. 

® This includes increased cost of administration and police, state financed investment (including 
partly the four-year plan investments), roads, canals, public building. These items, however, could not 
have amounted to more than Rm. 2-4 milliards p.a. The Budget of 1932-33 conversely included appro- 
priations for the army of about Km. 1 milliard. 


So Ore. 
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armed forces. This gives a lower limit of Rm. 12 milliards for 
military purposes comparable to our budget estimates. It may 
have been very much higher. 


Real Equivalent of the German Expenditure. 


It is extremely difficult to estimate the equivalent of the 
German expenditure in terms of sterling. The purchasing 
power of the mark varies considerably in different fields. In 
general, it may be said that it is high as far as the command over 
labour is concerned and rather low in regard to the purchasing of 
raw materials and foodstuffs, both home and foreign-produced, 
on account of the relatively limited natural resources of Germany 
and the desire for autarky. The cost of the personnel of the 
defence forces per head in terms of marks is probably much 
lower than the equivalent expenditure in Great Britain reckoned at 
the official rate of exchange (Rm. 11-90 per {). This rate of ex- 
change perhaps expresses the true purchasing power parity as far 
as domestic wages are concerned. It would not be conservative, 
however, to assume that the mark is worth not much more than 
50 per cent. of its nominal gold value in the purchasing of raw 
materials and foodstuffs. Since the cost of raw materials is only 
a small portion of the cost of armaments (except for fuel, explosives, 
and shells) and further, since in Germany certain important arms 
(aeroplanes) are now manufactured on a mass-production basis, 
a rate of exchange computed at about 15 marks per pound 
would be rather conservative. Thus last year’s expenditure 
on arms would appear to have been equivalent to at least 
£700-850 millions of sterling, against {262 millions in Great 
Britain (exclusive of A.R.P., but including issues on the Defence 
Loan Acts). It may have been substantially higher. In the 
current year the discrepancy is even greater, 7.¢e., about £1350 
against £376°5 millions of pounds (including the cost of fortifica- 
tion and mobilisation). 


An Alternative Method of Estimate. 

These are staggering amounts. In order to carry conviction 
they need an independent confirmation. An indirect approximation 
to the order of magnitude of military expenditure is possible by 
estimating the number of workers employed and then multiplying 
by the estimated figures of the net output per worker. 

The number of workers in insurable employment has increased 
from a monthly average of 12:58 millions in 1932 to 20-24 millions 
in October 1938—i.e., by 7:66 millions or 60 per cent. This 
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includes an increase of 170,000 in the Saar, but excludes Austria 
and Sudetenland. It also excludes the expansion of the army, 
but, very probably, includes the increase in the full-time Party 
employees and also the Labour Service. 1 Now we know that the 
output of consumption goods has not expanded more than about 
Io per cent. since the beginning of 1934. The increase in the pro- 
duction of investment goods was over 100 per cent. We also know 
that over a million people were then employed by civilian work- 
creation schemes which have since been replaced by rearmament 
orders. Yet employment increased by over 5 millions, though 
private investment activity has been kept at a very low level 
except in so far as it was in connection with the quasi-military 
four-year plan of self-sufficiency. We must conclude, therefore, 
that at least 4 and probably not less than 5 million workers are 
more or less directly employed on rearmament, that is, excluding 
workers employed to provide for the needs of armament workers 
connected with rearmament. If we estimate the net value of 
the output of these workers at {250 per head, these employment 
figures yield an estimate of total expenditure of roughly {1,000,000- 
£1,250,000,000, a figure remarkably corresponding to the other 
independent estimate. 

The Nuremberg speech of Herr Hitler seems to indicate that 
this is a conservative estimate. According to his statement, 
700,000 people have been employed on the fortification of the 
Rhineland alone. These fortifications are not mere trenches 
needing, in the main, man-power and spades. They are compli- 
cated installations utilising the most modern technical develop- 
ments. Thus it seems probable that at least another 700,000- 
1,000,000 people are now indirectly employed supplying the 
materials needed for the fortifications alone. On the basis of this 
particular indication the above estimate of the total does not 
appear to be fantastic. It reveals a position similar to that in 
Britain during the Great War. 


Effect of Rearmament on National Income, etc. 

It has often been contended that the burden of the military 
preparation in Germany and Italy is so heavy that their economic 
structure must break down in the long run; that therefore the 
democracies merely have to sit back and wait until the impoverish- 
ment of these countries produces internal social troubles. Nothing 
can be further from the truth. Rearmament was achieved in the 
main by re-employing labour and capital rendered idle by the 


1 In the same period hours of work have increased from less than 7 to over 8. 
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world crisis. So great was the productive power of the country 
that—at least until the general mobilisation which prepared the 
way for the attack on Czechoslovakia—they could even afford 
some increase in consumption. It must not be forgotten that the 
standard of life (especially if the incidence of unemployment is 
considered) was deplorably low in Germany in 1932, and in some 
directions (foreign travel, foreign luxury articles, certain foodstuffs) 
the supplies have had to be curtailed because foreign exchange 
was used to buy raw materials needed for armaments. But in 
other directions consumption definitely increased. The fact that 
German employment increased by almost 7,660,000 people, 
excluding Austria and the Sudeten area, explains, but does not 
detract from the magnitude of, this achievement. The Nazi 
Government was, moreover, helped considerably by the fact that, 
as unemployment was extremely grave, productivity increased 
very sharply in most industries in the first period of the new 
régime.!_ The Reich could also draw on accumulated reserves of 
raw materials and economise by measures against waste. 


TABLE II 
GERMANY 


National Income and Invesiment 








| 1928. | 1932. | 1933. | 1934. | 1935. 1936. | 1937. | 1938. 





1. National income ? . 75°4 45°2 46°6 52°7 57°9 64°9 71 76 * 
2. Investment : 
(a) Total gross * e 13°7 4°2 5°I 83 Ir°2 13°8 16°0 18*5 * 
(0) Total net*® . ‘ 73 —1°6 —0°75 24 5°6 7°6 9°5 117 


‘ : 1932-33-| 1933-34.-| 1934-35-| 1935-36.| 1936-37.| 1937-38.| Total over period. 
Increase in gross invest- 








ment. . ‘ . o’9 3°2 2°9 2°6 2°0 2°5 I4°I 
Increase in national in- 
come . ‘ ‘ ‘ 14 61 5°2 4°7 5°9 5°0 28°3 




















* Preliminary. 

1 This figure includes the result of State spending on producing certain “ services,” such as the army, 
etc. In more normal systems these services do form part of the national income. In Germany where 
total public expenditure proper amounts to something like 50 per cent., this procedure begins to be some- 
what questionable. 

2 This figure excludes changes in stocks. These show an increase of 42 per cent. over 1935 according 
to the Inst. F. K. In that year they must have reached their lowest point since their previous high of 
Rm. 27 milliards in 1929 and Rm. 20 milliards in 1932. It is not known what the intermediate liquida- 
tion amounted to. The volume of stocks is entirely under State control, which is best evidenced by the 
fact that they did not begin to rise until 1937 (1936 showed an increase of only 4 per cent. over 1935). 

It must not be forgotten, moreover, that in 1929 substantial capital import took place. 

3 The difference between national income and net investment is not the adequate measure of con- 
sumption for reasons given in (1). 

It is interesting to note that the depreciation charges according to these estimates, i.e., (a)—(b), have 
not substantially increased. This is either a statistical error, in which case (b) ought to be reduced, or 
it supports the contention of some that there is disinvestment in non-armament or non-strategic industries 
(such as smaller roads, non-military lines of the Reichsbahn, consumption goods industries, etc.), as 
obsolescence must have increased because of the very much higher rate of use of machines and the use 
of substitute materials, 








1 Especially after the measures calculated to combat unemployment by 
spreading work were discontinued. 
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TABLE III 
GERMANY 


Em elites Output and Foreign Trade Balance 





1936. | 1937. 1938 (Oct.).* 











| 1929. | 1932. | 

E mploy: ment 3 : 4 . 17,870 12,580 | yy, 140 18,370 20,236 
Unemployment : > . | I me. 5,575 | 1,593 gi2 152 
Hours worked . ; ey } 6°91 7°59 7°68 804 T 
Index of total produc tion: | 

Including food, etc. ° . | ror'r | 585 | 106°9 116°8 _— 

Excluding food, etc. ‘ an 1014 | 54 107°8 118°8 133 
Investment goods 4 ‘ ‘ 97 | LD a 116°6 128°7 1468 
Consumption goods . . 103 | 74 95°6 IOI'5 116°3 
Foreign trade yearly balz nice -| —783 1'072 | +550 +773 _ 





* Including partly Austria and Sudetenland. 
+ For certain industries over 9. 


So much for the rise of military expenditure and its effect on 
the standard of life. The next problem which has to be dealt with 
is the economic solution of the financing of rearmament. 

When the Nazi Government was appointed by Hindenburg, 
Germany was in the trough of the great world economic depres- 
sion, a depression which had been intensified in Germany by 
the completely mistaken monetary policy of the last non-totali- 
tarian or non-authoritarian government under Dr. Briining, 
and the peculiarly vulnerable debtor position of Germany. After 
the fall of Dr. Briining his successors attempted to mitigate the 
desperate economic and social situation by instituting public 
works and stimulating private investment and expenditure. 
This policy was continued by the Nazi régime, and was applied 
to achieve rearmament. At first almost the total of rearmament 
expenditure was financed by the creation of credit. This took the 
form of State-guaranteed institutions drawing bills of exchange. 
These could be rediscounted at the Reichsbank. This method of 
public loan expenditure (deficit finance) was also applied in 
America and France, though with less success. In consequence 
of the loan expenditure national income began to increase and to 
increase rather rapidly. In 1933 it was forty-six milliards of Rm. 
having been as high as seventy-five milliards in 1928. Of course 
these figures do not take into account the intervening fall in 
prices. Real income thus did not fall quite as much as money 
income. Unfortunately it is very difficult to eliminate price 
changes from national income figures. I shall not attempt to do 
so as I do not want to attempt to give a very close statistical 
analysis, but merely a general picture of what had happened. 
In 1934 national income had increased to Rm. 52-7 milliards, 
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in 1935 to Rm. 57 milliards. It isnowsaid to be about Rm. 76,000 
million marks. 

As soon as the national income began to increase, obviously 
demand for consumption goods increased. Hence demand for 
imports also increased as well as the demand for goods which 
otherwise would have been exported. Thus as soon as the public 
works programme was inaugurated the very favourable balance 
of trade which had been obtained by the deflationary policy of 
Dr. Briining, turned unfavourable. An increase of the demand 
for capital goods also began. If a run-away inflation inside and a 
depreciation of the mark internationally was to be avoided and 
if they wanted to continue and expand rearmament, measures had 
to be taken to limit expansion of private demand especially for 
foreign goods and services. The first impulse in Germany given 
to private enterprise by the so-called public works programmes 
(t.e., at first civil public works and later rearmament)—an impulse 
which in democratic countries has been used to re-establish private 
enterprise, the willingness of private people to take risks—was 
repressed. In fact a complete reversal of that policy was 
decreed as soon it seemed to succeed. Private investment, and the 
demand for capital goods and also consumption goods, were 
severely limited in order to enable the State to use almost 
exclusively for its own purposes those factors of production which 
had been rendered idle during the depression. 

The limitation of private demand was achieved partly by 
direct control, partly by taxation. In Great Britain taxation 
was reduced after the national income began to increase, and the 
buoyancy in revenue began to increase the yield of taxation. In 
Germany taxation has been increased part passu with the increase 
of national revenue and has been increased very substantially in 
certain directions. The taxon corporate profits was doubled. The 
rate of the income tax and certain customs duties also rose. A 
more direct control of incomes was moreover instituted at the very 
beginning. Wages were fixed in order that the competition for 
labour should not increase the wage level and thereby increase 
consumption; at the same time the rate of dividends and profits 
paid out were also limited. A rigid control of prices followed, 
and this control was also used to control profits directly. The 
pressure of armaments demanded also a direct control of real 
investment, otherwise the almost complete guarantee of profits 
would have resulted in a private investment boom. The 
scarcity in the private sphere was thus stabilised and the reactions 

1 Cf, Table II and remark (1) on p. 235. 
No. 2.-—VOL. XVIII. I 
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of a free market economy completely paralysed. The danger of 
a cumulative process of expansion was eliminated and this control 
of investment further tightened by a rigid control of the capital 
market on the money side. The issue of both shares and obliga- 
tions as well as private borrowing are dependent on express or 
implicit permission. At the same time real investment in industry 
is also limited. The expansion or even the maintenance of 
factories in certain industries is forbidden without government 
permission. The fact that investment is profitable is not enough 
to induce that investment. It depends on government approval. 

Thus, step by step, not as a conscious plan, not as a pre- 
conceived theory, there grew up a completely controlled economy 
which cannot be called individualistic, but which is certainly not 
in the normal sense of the word capitalist. I do not want to use 
the word socialist in describing it because that expression might 
imply that this system accepts socialist theories and socialist 
aims—+.e., an increase in the standard of life. The German 
system is most emphatically not concerned with an increase of the 
standard of life as an aim and is certainly not based on any sort of 
humanitarian materialist motive. It is what I should call a 
collectivist war economy. A similar system was established 
in Germany during the World War under the leadership 
of Walther Rathenau who was assassinated by the predecessors 
of the Nazis in German politics. It had its parallel even 
in Great Britain after the institution of the Ministry for 
Munitions, for Food, for Shipping and diverse Control Boards, 
etc. The Nazisystem is calculated to limit consumers’ incomes and 
the output of consumable goods to the lowest level possible without 
causing too much unrest and dissatisfaction, and to concentrate 
the whole of the surplus productive power of the country on 
military purposes. 

The continued functioning of this system, as I said before, 
depended on a complete isolation of the internal economy from 
the world economic system. As the capitalist was not altogether 
expropriated, his title to his property being left though his control 
over it was strictly limited, it was necessary to prevent a flight of 
capital. This type of control of foreign exchange transactions 
must not be mixed up with that which had been practised by many 
debtor countries after the great crisis of 1931. The control of 


foreign exchanges which was instituted in Hungary and Austria and’ 


in fact in all the countries which have had the help and advice of the 
League of Nations, was really a completely mistaken policy of 
protectionism, calculated merely and solely to maintain un- 
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economically high exchange rates. It was a measure of commercial 
protectionism behind which the countries could shelter, despite 
an overvalued currency and a consequent tendency to buy too 
much abroad and to be unable to sell enough to foreign countries. 

The German control of foreign exchange, though it developed 
from a system of this kind (for, although the Briining régime 
restricted control to capital movements, his immediate successors 
were forced to control commercial transactions as well), is now a 
completely different one. It is a system whose primary aim is 
to prevent the flight of capital, and thus to render impossible any 
resistance by capitalists. This is a rather important conclusion 
because, as we know, in France an attempt to rearm on anything 
like the Nazi scale, whilst maintaining free exchanges, has hitherto 
been doomed to failure by the fact that as soon as the State 
expanded its expenditure the private entrepreneur used the State 
deficit to disinvest his capital and thereby nullified the effect of 
the State expansion. Owing to the curtailment of private 
expenditure, employment did not increase to the maximum level 
possible.t_ Under the Nazi system, no such sabotage is possible. 
Secondly, this system of foreign exchange control enables the Nazi 
Government to equate German exports and imports irrespective 
of the state of trade abroad and the size of the national income at 
home. If the demand for German products at a certain price 
should fall, that does not mean that Germany’s national income 
has to fall until the demand for foreign goods is automatically 
curtailed sufficiently through a fall of income and employment, to 
equate exports andimports. Equilibrium is achieved by stiffening 
priorities on imports or by paying increased subsidies on exports. 
Thus, irrespective of the state of trade abroad, full employment 
can be maintained at home. The burden of the worsening of the 
terms of trade is not borne through fluctuation of employment, but 
directly. The fall of export prices below internal production costs 
does not prevent exports—nor does it involve losses for the 
individual exporter. This is a very important point. We have 
been hearing a good deal lately about unfair competition by Nazi 
Germany through granting of subsidies. We were also told that if 
these subsidies were increased the German standard of life would 
continuously decrease and there would be a “ breakdown ”’ of the 
system. A worsening of the terms of trade through a fall of foreign 
demand for German commodities is obviously unfavourable for 
the Germans. It is very questionable, however, whether they lose 


1 The institution of the 40-hour week was therefore more a theoretical than 
practical limit except possibly in April-May 1937. 
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more by pushing their exports at the cheaper price and shifting 
the burden on to consumers (they could, but have not, shifted it 
on to “‘rearmament”’ ; hitherto private consumption provided the 
“cushion ’’) or whether they would lose more by adopting the 
individualist system, permitting the national income to shrink 
until an equilibrium is reached between imports and the new 
level of exports. 

There is, moreover, a further and even more dangerous 
aspect of German planned economy in foreign trade. The 
fixing of internal prices enables the Nazi entrepreneurs to 
give long-term contracts to producers in foreign countries at 
fixed mark prices. Hence they eliminate any risk of price 
fluctuations to the producers of those commodities. Germany 
mainly imports foodstuffs and raw materials. But as the price 
of foodstuffs and raw materials is very variable the fact that 
Germany can make long-term contracts at fixed prices is a very 
important inducement for the producers in those countries to 
conclude trade agreements with Germany. If, however, they 
conclude these agreements they must adapt their production to the 
German market. Hence they will be less able to sell elsewhere, 
and naturally that will in time establish a buying monopoly in 
favour of the Nazis. As soon as this monopolistic power is strong 
enough, Germany will be able to impose on these people her own 
terms, and they will then not be able to fight since alternative 
outlets for their products on favourable terms will not be available. 
Hence these satellite States will have to bear part of the burden 
of German rearmament. In this way we have a double threat, 
so far as the foreign trade relations of Germany and the world 
are concerned, against our commerce. The first threat is the 
possibility of Germany, by maintaining full employment, offering 
goods at cheaper prices than any individualistic producer is able 
to do, the second is that by using the planned method of economy 
she can obtain a favoured position. 


Some Current Problems. 

By these methods Germany has been enabled, as I said, to 
expend on armaments something between three and four thousand 
million pounds in the last six years, without on the whole decreasing 
her standard of life below the low level reached in 1932, perhaps 
in certain directions even increasing it somewhat. We must 
now look into the future for a moment before concluding. 
What do we see? We see that Germany is fully employed. 
Hence any increase in armaments expenditure, 7.e., an increase 
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in the rate of addition to the stock of arms, would now begin to 
impinge fully on the standafd of life. We must not, however, 
forget that it is only an increase in the present rate which would 
impinge on it. The present or a slightly lower rate of increase 
could be indefinitely maintained without a decrease in the present 
standard of life of the German people. It could even to some extent 
be increased because the Nazis are able to do what we do not 
dare—e.g., force the milkman and the housewife, who are such 
frightening political factors in Great Britain, into the production 
process, without any repercussions on the results of electoral polls. 
Hence there is still what might be technically called a reserve of 
unemployment in Germany, but certainly it has been reduced to a 
far lower level than ever before. Nor do I know whether 
the milkman would be a really efficient engineer, though he might 
be a valiant soldier. Productivity also tends to increase by 
technical progress. Hence if the Nazis do not strain even further 
their resources, they would be able to increase slowly their rate 
of arming or their standard of life. 

These considerations show, however, that those theories which 
maintain that the German aggressiveness originated in an economic 
impulse, that it is the impulse of the Have-Nots due to the fact that 
they ‘“‘ have not,” are really not borne out by the facts, and it 
remains to be demonstrated whether by any economic concession 
any appeasement could be obtained. If Germany would not arm 
at this tremendous rate, a rate which now is equal to about 
twenty-five per cent. of the total national income (something more 
than our total Budget), she could obviously increase her standard 
of life very considerably. Hence it is unjustified to assume that 
economic concessions which would increase German productivity 
would be applied to an increase in the standard of life. Had the 
Nazis any such intention they could achieve this to a large extent 
without those concessions. Therefore it is a very dangerous and 
wholly unjustified argument to say that by economic concessions 
alone, without the change of spirit, one could ipso facto promote 
appeasement, or that the present drift to war, as people call it, 
would be checked by an economic conference so vociferously 
advocated on the extreme Left and on the extreme Right in 
Great Britain. 

Secondly, looking into the future, we see that there is some 
proof that the limits have been, if not reached, at least touched 
during the last few months. There was no inflation, but there was 
something equivalent to inflation in German terms; obviously if 
prices are fixed they cannot increase, but if there is an excess of 
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demand over a certain supply which would cause a rise in prices in 
a normal market, there arises the equivalent, namely scarcity. The 
State had to requisition, for instance, lorries. It requisitioned 
labour, and this scarcity of labour and certain goods is the equiva- 
lent in Germany of the phenomenon which we call, in a free market, 
inflation, and obviously causes friction. Indeed, in Germany, 
though the investment output did not decrease during the summer 
months, there was a marked decrease in the output of consumers’ 
goods, and for the first time there was a definite shortage of commo- 
dities, which still persists. At the same time, of course, the rate at 
which the German worker is now forced to work, especially the 
skilled worker, is not really compatible with the maintenance of 
health and nerves in the long run. Now obviously one can apply 
from time to time useful stimulants in the shape of external diplo- 
matic victories, but it seems that the law of diminishing returns 
even applies in this field. Further acceleration would necessitate 
a decrease of consumption or of private investment. But private 
investment (in spite of the record level of total investment) 
is running at a level which in certain lines (Reichsbahn, textile 
industry, etc.) does not even take care of obsolescence and 
depreciation. No doubt it could—temporarily only—be even 
further decreased. But the relief afforded would not amount to 
much. Hence it would be necessary to decrease consumption. 
It is very difficult to see how the real income of the lower classes 
could be further decreased by allowing prices to rise (inflation) 
whilst keeping wages rigidly fixed (it is wholly improbable that 
wage fixing will be dropped and an inflation akin to1923 permitted). 
Hence it seems probable that any additional burden will be put 
on the well-to-do either in the form of taxation or of confiscation. 
The anti-Semitic measures crushing the consumption power of the 
Jews—and incidentally inducing saving on the part of those who 
buy their assets and goodwill—are anti-inflationary measures of 
an exceedingly effective character which may be repeated against 
other of the former ruling classes. 

Still, it would be extremely foolish to expect a spectacular 
breakdown. I have never understood what that word in this 
connection can mean. The German economy, as far as it could 
break down, has long ago broken down, namely it broke down in 
1931, and what a breakdown in the collective economy means I 
simply do not know, except that some people are either purged or 
put into a Concentration Camp. I have in another place ! shown 
that a financial breakdown, 7.e., sabotage or inflation, is neither 


1 Economic Journal, Sept. 1938. 
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necessary, nor even likely. At the same time we must not conceal 
from ourselves that at the present rate of expenditure on re- 
armament by the Nazis and ourselves, any assertion by any 
however exalted experts that we are “ catching up” or that we 
are ready to face certain contingencies should not be taken too 
literally, especially if the worsening of our strategical position is 
taken into account. If we compare the relative potentialities 
of the two countries as distinct from actual preparedness the 
superiority of Britain is apparent. We have first of all, in the 
midst of what Sir Thomas Inskip affects to call ‘a torrent of 
arms’’, eighteen hundred thousand unemployed. We have a 
standard of life which, in spite of the repeated assertions that 
Great Britain is ready to face any sacrifice, is still rather higher 
than it ever was before in her history. We have, furthermore, very 
useful reserves in foreign assets and other foreign reserves which 
would enable us to call upon the exertions, if not on the example, 
of foreign countries. Hence it seems to me that the present 
situation might be described as actually somewhat unfavourable 
to Great Britain, but potentially extremely favourable. The 
defeatism which exaggerates the advantages of the German 
system as an argument for doing nothing is as unjustified as the 
complacency which expects an internal combustion in Nazi 
Germany. The Nazi economic system ought to be, moreover, 
regarded strictly from the point of view of war economics. Any 
further conclusions as to whether this system could make or is 
making mankind happier are wholly beside the point. It was 
certainly not devised for that purpose. As far as war economics is 
concerned, however, we may say that we have seen very nearly 
the best performance by the Nazis and not nearly the best by 
Great Britain. We may moreover confidently hope that our best 
performance will be the better. 


Summary of Discussion. 


Mr. Crump said that he was mainly in entire agreement with the 
lecturer. Over a year ago (which it must be noted was, in view of 
recent history, a long time ago) he had had the advantage of visiting 
Berlin and seeing several members of the present German admin- 
istration concerned with administering economic affairs. Most people 
in England, including the lecturer, seemed inclined to interpret German 
economic policy and concepts in the English language; but this was not 
accurate, as the new German economy had evolved under the Third 
Reich a totally different economic language. In Great Britain it was 
customary to measure resources of wealth in terms of gold or money. 
In Germany wealth was measured in terms of work, or employment. 








244 INTERNATIONAL AFFAIRS [MAR. 


In Great Britain every unemployed man was a liability, but in 1933 
every unemployed man in Germany was regarded as an asset, to be 
brought into active use; and they since had been brought into active 
use. This, as much as rearmament, was the key to the whole economic 
development of Germany. Rearmament and the removal of unem- 
ployment were two things which had grown and were growing together. 
The lack of gold reserves had in one sense been in Germany’s favour. 
It had been pointed out that much of the rearmament had been 
financed by the creation of special bills which could be discounted at the 
ordinary commercial bank and then rediscounted at the Reichsbank. 
If paper of this kind had been added to already large gold reserves there 
would have arisen, as in the United States, a considerable degree of 
inflation; but whereas Great Britain and the United States had been 
acquiring gold, Germany had been acquiring paper representing work, 
and in the aggregate the increase in the German note circulation and 
bank deposits was not widely disproportionate to the parallel increases 
in England and the United States. Of course it might be said that the 
wealth of Great Britain was backed by gold, while in Germany it was 
backed by paper backed by work; but as long as prices, wages, and 
everything else, remained fixed, it did not much matter on what that 
money was based. Its real strength inside Germany lay in the fact 
that it was used by the average German, who was always a good 
citizen and (if he was a wise man) also a good member of the Nazi Party. 

But there remained from the old economy certain inhibitions. 
One was the memory of the inflation of the early ’twenties, and that was 
why the German authorities had been unwilling to devalue the mark, 
even though the pound and the dollar and the franc and everything 
had been devalued in terms of gold. Even the Nazi Party did not wish 
to have to ask the country to face another dose of this nature, more 
especially because of the fact that wages and prices were fixed, so that 
if devaluation occurred, it would become necessary to upset and to 
readjust the cost of every essential food and every essential raw material 
which were imported, and this they did not wish to face until it became 
absolutely necessary. Then again, they had managed to create money 
against capital goods and development in the shape of building, plant 
and machinery, but they had not got as far as creating money in 
consumers’ goods, food and clothing; so that, not only because of 
rearmament, but for other reasons also, the whole trend of their 
recovery had been an over-emphasis in the direction of capital expendi- 
ture and an under-emphasis of expenditure on consumers’ goods. It 
the production of consumers’ goods was to be expanded in future, 
this implied an increase in consumption which in turn necessitated a 
disturbance in the relation between those fixed wages and prices. The 
claim was that there had been as yet no serious inflation in Germany. 
The Germans gave their reason for this claim, which was that the only 
sign of inflation was a rise in internal prices. There had been no rise 
in internal prices, therefore, the argument ran, there could be no in- 
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flation in Germany. The official giving this reason had not thought 
it necessary to mention that the reason why there had been no rise in 
prices, was because they had been fixed by himself and his colleagues. 
Though there had been no inflation, there were one or two sources 
of weakness. There was no question of a complete collapse, but there 
was this danger. First of all, intense capital development had been 
combined with a low standard of living, a better standard no doubt 
than that of the unemployed man in 1932, but a worse standard than 
that of Great Britain to-day or even in Germany in 1929. In time this 
could only mean a gradual deterioration in the efficiency of labour. 
Sooner or later there would arise the danger of having to force em- 
ployment, of bringing the rag-tag and bobtail into the field of skilled 
labour, and this would lead to the danger of obsolescence and 
breakdown in machinery. There was no danger of a breakdown of the 
Nazi economic system but there was one of its gradual deterioration, 
and this knowledge in the heads of those responsible for the government 
of the State might lead to fresh efforts and adventures in order to 
keep things going. 


A Lapy MEMBER said that she also had been to Germany and 
spoken with high officials, and a member of the Finance Ministry had 
told her that they were very worried about their adverse trade balance, 
owing to the extermination of Jewish exports. In Austria the whole 
of the leather, the textile and the ready-made dress exports had been in 
the hands of the Jews, and this had now completely collapsed. This 
particular official had seemed very worried about the situation. 


A MemMBER said that he had been in touch recently not only with 
various German authorities but with German business men. During 
the past six months events in Germany had happened with extra- 
ordinary rapidity. Germany in the past year had two wars—all but the 
killing—and the cost had been tremendous. They had expended 
large reserves of raw materials and acquired a large deficit territory. 
The new territory needed investment and also a huge public works 
because it was vitally necessary to show that the new government was 
very much better than the old one. Thus they were faced with the 
problem of capital expenditure and heavy equipment just at the moment 
when this had already been exploited to the full and Germany should 
really be switching over to consumers’ goods. The result was that 
employment was already being forced to a considerable extent and the 
milkman mentioned by Mr. Balogh had already been requisitioned. 
All this must cause some deterioration in the quality of output. The 
development of substitute raw materials had resulted in enormous 
capital investment in highly intricate plant : this plant was now being 
run at a high rate, and the amount of unskilled labour employed was 
causing unexpectedly high maintenance charges, just when industry 
was not receiving even the normal attention it needed. The plant 
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could not be replaced because the resources in either men or materials 
were not available. A very dangerous feature was that the transport 
system was deteriorating alarmingly—just as had happened in Russia : 
when the rolling stock and the permanent way of railways began to 
deteriorate the replacement problem was colossal. There was a 
need for steel and those non-ferrous metals which, in particular, 
Germany did not possess and which were specially needed for rearma- 
ment. Asa result of the Anschluss, and, particularly, of the occupation 
of Czechoslovakia, Germany was faced with the problem of the complete 
dislocation of the four-year plan and the necessity for its drastic 
reconstruction. The increase of political tension in the world required 
greater rearmament, and the territories just included in the Third 
Reich needed a great deal of police control because they were not 
particularly amenable to Nazi rule. At the same time the standard of 
living had been depressed recently. During the last few weeks he had 
found not only a marked deterioration in the quality of consumers’ 
goods, but bad food, and there had been some trouble in labour circles. 
There was therefore an urgent demand for either more bread or 
“circuses,” and something needed to be done quickly. There would 
inevitably be a big export trade drive—probably towards the northern 
and north-eastern neighbours of Germany, and where there were fairly 
free-trading countries who had semi-manufactured and raw materials 
complementary to Germany’s market in South-Eastern Europe. 
South-Eastern Europe presented, potentially, considerable wealth— 
but not actually: Herr Funk had discovered this, and that was why 
he had returned so speedily. He had not gone to sell German goods, 
but to find what Germany could take immediately, and he had found 
that it would take several years to develop that area, with colossal 
investment of capital, plant, transport, etc., which Germany did not 
possess. Therefore there would probably be a drive to the north and 
west and, possibly, a military adventure in the south-east. There was 
one place where Germany could lay her hands on the equivalent to 
currency—the oil wells of Roumania. 


Mr. EMANUEL asked what exactly had been meant by the forcing 
of milkmen, farmers and even housewives into the production process. 
It seemed that in this case the tasks undertaken normally by the milk- 
men, the farmers and the housewives would cease to be accomplished, 
and although it might be possible to have ersatz milk, the products of 
the farmer and the housewife were surely irreplaceable? In this 
connection the important step of importing labour from Italy and only 
recently from Holland had not been mentioned. Surely this was a 
rather uncertain source of labour, and in any case there was always the 
danger, when importing workers who were used to a higher standard of 
life into Germany, that they would make harmful comparisons between 
conditions in Germany and in Holland, for instance, and that this would 
have a bad effect on the morale of the German workers. 
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One of Hitler’s promises had been that the estates in East Prussia 
should be split up. Was there still a land shortage in East Prussia, or 
had this now been removed, or had it never existed ? 

Concerning Germany’s trade drive, no mention had been made of the 
invisible exports which played an important part in the economy of 
every nation. There was a large German mercantile marine. Then 
there was the large invisible asset of tourists. Was this an appreciable 
item in German economy or not? Shipping was included in this. 

Finally was the system of stocks and shares entirely different in 
Germany from the system in a capitalist country? Could private 
persons invest their money, if they were lucky enough to have any, 
where and how they chose ? 


A MEMBER said that the people who had subsidised the tourists in 
Germany were those to whom the latter had owed money both in 
London and in other cities. Germany had again repudiated her debts 
when taking over Austria. In entering Austria she had taken possession 
of the equivalent of about a hundred million sterling, but she had 
taken great care to repudiate the debt which the small State of Austria 
had honoured. Later when she had promised to pay the British 
interest on the Austrian debt, it had been done at the expense of Great 
Britain reducing the interest on the Young and Dawes Loans. In the 
same way Germany had forced her goods at a little over the world price 
on countries unwilling to receive them. This side of Germany’s export 
trade would now be affected if Great Britain, instead of adopting a 
defeatist attitude, bent all her energies to expanding her own export 
trade and encourage these small South-Eastern nations, particularly 
Roumania, by taking more of their goods. Unless Great Britain did 
take these goods, or unless America or some other Power did so, then 
Roumania would be forced against her will to bolster up the present 
German system. 

Then there was the attitude of Germany towards her Jews. Ifa Jew 
had no money he could be got out of the country fairly easily, but a Jew 
who possessed wealth of any kind was held up to ransom, and was 
handed over the border against payment of a large sum of money, 
often up to semessegefive thousand pounds. He had heard the other day 
of a shipping magnate for whom the Americans were willing to pay up to 
a million dollars. In this way Germany was acquiring free currency 
with which she could rearm. Also, under her clearing agreements 
she obtained gold from other countries and sold in the world market 
where free currency could be obtained at prices below that of the world 
market. In these different ways Germany was bolstering up her 
present system and would continue to do so. 


Mr. BALOGH agreed very much with the remarks just made, and 
pointed out that during the last year Germany had even reduced the 
advantages to be gained from buying tourist marks by imposing a 
charge on them. 





248 INTERNATIONAL AFFAIRS [MAR. 1939 


It was true that as a financial operation the Jewish pogroms could 
be regarded as open market operations which in less violent countries 
were effected by the sale of government securities by the central bank 
or the creation of an exchange equalisation fund. 

As far as the importation of labour was concerned, labour was not im- 
ported from countries which had a higher standard of life, and even where 
this was the case as in Holland, those who went to work in Germany 
were the unemployed of Holland, and their standard of living would be 
lower than that of their employed fellow-countrymen. The question 
was very like that of the Chinese labour in the Rand mines in 1906, and 
as there was no Liberal Party in Germany now, the situation might 
continue indefinitely. The Italian, Polish or Slovak labour employed 
on the land and housed in camps could almost certainly continue to be 
dealt with in this way without there being any serious disturbance. 
In time, of course, the effect upon Germany would be adverse. If the 
output of this additional labour did not result in such an exportable 
surplus as would at least cover that part of their wages spent on 
imported foreign goods plus that part of their wages which eventually 
would be exported, of course this employment of foreign labour would 
result in a net worsening of the German balance of payments, and in the 
long run become unprofitable. He thought that at the moment the 
employment of unskilled labour was causing a deterioration in pro- 
ductivity. Moreover, available resources were now being used more 
fully which meant that less productive resources had to be used. A 
limit had certainly been reached in 1937, where the marginal produc- 
tivity of capital had begun to fall, and because of the unskilled labour 
employed, the output was now certainly not as good as it had been. 
It was true that there was some deterioration as far as certain parts of 
the transport systems were concerned. If it were found necessary to 
increase the rate at which German armaments were now being turned out 
it would, of course, be necessary to decrease the stream of consumers’ 
goods, and as the margin of skilled labour, of resources, of exploitation 
had been reached, deterioration would be rapid and the situation 
would become unstable. However, a thousand million pounds or so on 
armaments per year was not a small sum. 
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THE AFRICAN SURVEY 


1*, AN AFRICAN SuRVEY: A Study of Problems arising in Africa 
south of the Sahara. By Lord Hailey, G.C.S.I., G.C.LE. 
Issued by the Committee of the African Research Survey under 
the auspices of the R.I.I.A. 1938. (Oxford University Press. 
8vo. xxvii + 1837 pp. Maps. 2Is.; to Members of the 
Institute, 15s.) 

LorD HAILEY’s book, An African Survey, may be regarded as, 
to the best of our knowledge, the most important study of African 
problems which has yet appeared. All African problems are not dealt 
with; and this is intentional. The author has aimed at a systematised 
treatment of the territories under consideration. With this end in 
view he has drawn a line of demarcation between the countries normally 
included within the sphere of the Mediterranean littoral and the 
territories south of that line. This does not imply that no analogy 
exists between these two regions, nor that the line of separation is 
based on political or ethnical considerations. The differentiation arises 
rather from the fact that the problems resulting from the development 
of the territories concerned are not identical in character. 

The decision to undertake the Survey arose out of a desire expressed 
by General Smuts in 1929, when he pointed out the necessity of 
examining as a whole the various problems which confronted the 
Colonial Powers in Africa. It is no exaggeration to say that nearly all 
these problems are dealt with in this book. 

The territories which have been selected for special study in the 
survey are the Union of South Africa, the British, Belgian, and French 
colonies, the areas under mandate and the Portuguese colonies. 

Lord Hailey has presented his study in the form of a series of 
monographs. It is divided into twenty-five chapters under the follow- 
ing titles : The Physical Background; The African Peoples; The Study 
of the African Languages; Population Records; Political and Social 
Objectives in Government ; Systems of Government ; Law and Justice ; 
The Non-European Immigrant Communities; Native Administration ; 
Systems of Direct Taxation; The Problems of Labour; The State and 
the Land; Agriculture; Forests; The Problem of Water Supply; 
Soil Erosion; Health; Education; The External Aspect of African 
Economic Development; The Internal Aspect of African Economic 
Development ; Co-operative Organisation ; Minerals and Mines; Trans- 
port and Communications; The Future of African Studies; Summary 
and Conclusions. Each of these chapters forms a whole, a complete 
study in itself; there is no connection between chapter and chapter 
except for their respective places in the scheme of the whole work. 
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Lord Hailey sets out in a generally objective manner what has been 
done in each country in respect of each problem by the colonising 
Power. The majority of the chapters end with a passage in which the 
author summarises the main points touched upon and gives his own 
advice or suggestions. These conclusions also enable him to make com- 
parison between the different systems of administration, British, 
Belgian, French and Portuguese. The final chapter “ Summary and 
Conclusions ”’ provides a résumé of the principle conclusions arrived 
at in the earlier chapters. 

To attempt an appreciation of the value of this or that chapter 
seems unprofitable since the interests of readers are necessarily different. 

In dealing with the Belgian Congo and with the way in which the 
administration of the colony has tackled the various problems which he 
examines, Lord Hailey makes full acknowledgment of the results which 
have been achieved. If he offers certain criticisms, he does not 
withhold his appreciation of the fact that the administration of this 
colony may be termed excellent. 

One of the governing ideas which appears to run through Lord 
Hailey’s study is that whatever the Mother Country may do, whether 
consciously or unconsciously, the African always has the last word. It 
is he who must lay the foundations which will determine his own future. 
In formulating this thesis Lord Hailey does not envisage any rapid or 
violent development, but rather a slow evolution of ideas which from 
time to time will find expression in fact. Viewed from this standpoint, 
one wonders whether Lord Hailey perhaps had in mind in drawing up 
his Survey the compilation of a report which should serve as a basis for 
a plan for the co-ordination of African problems in the future. 

Lord Hailey also puts forward the idea that in the future the 
territories of the Union of South Africa will have a predominating 
influence in the Continent and will seek to extend their present 
frontiers with the object of constituting a great African Power. 

Does not this view perhaps give us the key to Lord Hailey’s division 
of Africa into two distinct systems, one centring round the Mediter- 
ranean, the other round the Cape of Good Hope? I do not know 
whether everyone will welcome this theory with satisfaction. But 
everyone who considers An African Survey as a whole must agree in 
regarding it as a masterly work of comparison of the various doctrines 
of administration in the African territories, and will offer their thanks 
and commendation to the author for having conceived such a work and 
carried it to a successful conclusion. (Zvanslation.) O. LouWwERs. 


2*, SCIENCE IN AFRICA. A Review of Scientific Research relating to 
Tropical and Southern Africa. By E. B. Worthington. Issued 
by the Committee of the African Research Survey under the 
auspices of the Royal Institute of International Affairs. 
1938. (Oxford University Press. 8vo. xili+-746pp. Maps. 
ros. 6d.; to Members of the Institute, 8s.) 


WHEN the Committee entrusted with the execution of the African 
Survey set to work, they found that some preparatory studies were 
necessary to provide the general basis for inquiries on the spot. Dr. 
Worthington was asked to draft a report on the progress of scientific 
research with a bearing on Africa. This report proved so valuable and 
illuminating that the Committee decided not only to make use of it in 
the Survey but to publish it separately, as a supplement. 

In fact, the Survey and the present book do not overlap much, and 
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much of the material collected in Science in Africa will be new even 
to the careful peruser of the Survey. The chapters on Health and on 
Soil Erosion are the only ones which have been transferred, nearly 
wholesale, into the Survey. 

The “ Africa ’’ of the book is black Africa south of the Sahara, 
with a marked predominance of British territories. 

The mass of data is indeed a little bewildering; but it is so neatly 
pigeon-holed (meteorology, botany, forestry, fisheries, entomology, 
agriculture, etc.) that no confusion arises. 

The general trend of thought may perhaps be summarised by saying 
that, while the most skilled European scientists are required to save 
Africa from her natural curses (poor soil, pests, diseases, etc.), it would 
be foolish to ignore or discard what the natives themselves have done 
to preserve their biological balance under African conditions. Useful 
warnings against the introduction of foreign species of plants or 
animals; hints about the use of baobab leaves, not dried in the sun, 
for native soup, and even about some native remedies, point to the 
same conclusions. 

One could perhaps regret that in this invaluable repository of 
“Things African ’’ nothing is said about a capital problem, which 
every native would feel to be most pressing, v7z., the problem of housing. 

As long as the hut remains as it is in the villages, an ideal sanctuary 
for ticks, fleas, rats, vermin, etc., one can hardly refrain from thinking 
that much of the money spent on hospitals and dispensaries is wasted. 
People are reinfected as soon as they go back to their “‘ homes.” 
Science has something to say on this very complex problem; maybe 
it has everything to say about building materials, ventilation, heating, 
kitchen, the disposal of refuse, latrines, small gardens around the 
house, poultry, light indoors, shade and trees, beds and the way to clean 
them. For the man on the spot, living with the natives, I know by 


experience that this problem is simply excruciating. 
PIERRE CHARLES. 


3*. CAPITAL INVESTMENT IN AFRICA: Its Course and Effects. By 
S. Herbert Frankel, M.A. (Rand), Ph.D., Professor of Economics 
and Economic History at the University of the Witwatersrand, 
Johannesburg. Issued by the Committee of the African Re- 
search Survey under the auspices of the Royal Institute of 
International Affairs. 1938. (Oxford University Press. 8vo. 
xvi + 487 pp. Charts. tos. 6d.; to Members of the R.I.1.A., 
Os. 

WE should all be grateful to Professor Frankel for having so success- 
fully carried out his study on Capital Investment in Africa. The work, 
a product of laborious and detailed study which cannot be too highly 
admired, throws light on a problem of colonisation which has hitherto 
remained obscure. 

Until now no general work has appeared on the importance of 
capital investments in Africa since the great period of penetration— 
from, that is to say, about 1880—so far as Central Africa is concerned. 

The author of this review has attempted to draw some conclusions 
on the subject in an article which appeared in the Bulletin of the 
Institut Royal Colonial Belge, but this study only aimed at covering 
a very limited field. 


1 “Le financement des colonies tropicales modernes,” by O. Louwers (in 
Institut Royal Colonial Belge, Bulletin des Séances, V, 1934, t. 3, p- 585 et seq.). 
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Thanks to Professor Frankel’s work, we now have detailed facts 
at our disposal. The author unfolds before us what is in reality an 
economic history of Africa, in a series of chapters packed with figures 
and statistics.1 From all these facts it is possible to draw conclusions 
about colonial policy. Moreover the author draws such conclusions 
himself and it is a delight to follow him in his deductions. 

Professor Frankel’s book differs from similar studies which are, as 
already stated, very few, in that he is concerned not only to provide 
statistics but also to give an account of the effects of capital invest- 
ments on the structure of African economy. 

One of the author’s conclusions, with which I think no one will 
disagree, is that the benefits of the work of colonisation carried out 
by the Powers in Africa have been considerable. He also maintains 
that in the future capital invested should be subordinated to a more 
supple form of economic control, and should be utilized for more 
judiciously chosen ends. But the author is doubtful whether capital 
returns can surpass those obtained in the past. 

Many conditions must be fulfilled if Africa is to be able to play 
the part in economic life which so many people expect of her, and the 
author in his conclusion draws attention to them. Firstly, it is im- 
portant that the population of Africa should be placed in such a position 
as to be able itself to operate the development of its own territory. 
Secondly, the problem of labour must be rationally controlled, for 
Africa is under-populated in many districts and her productive capacity 
is therefore limited. 

In the recognition of these necessary conditions lie the essential 
factors of the problem of capital investment in Africa. Capital in- 
vestment must be conducted in strict relation to the social exigencies 
of the country. (Zvanslation.) O. LouwERs. 


4*. LorD HAILEy’s AFRICAN SURVEY. Surveyed for the Royal 
African Society by the Right Hon. Lord Harlech and others. 
Introduced by The Right Hon. Lord Lugard. Edited by F. H. 
Melland, and published as a Supplement to the Society’s 
Journal for January 1939. 1939. (London: Macmillan. 8vo. 
70 pp. 2s.) 

It is doubtful if any book has ever before evoked such an exhaustive 
and valuable consideration of its contents as is given to Lord Hailey’s 
African Survey in this special supplement to the Journal of the Royal 
African Society, January, 1939, and the Society is to be congratulated 
on the authoritative list of contributors whose collaboration has been 
secured. As Lord Lugard says in his Preface to the review, the Supple- 
ment provides an invaluable introduction to the Survey itself as well as 
much valuable original work. 

Mr. J. L. Keith contributes a chapter on “ The Idea Behind the 
Survey,” and other contributors review the various chapters of the 
Survey as follows : Professor C. G. Seligman (Physical Background and 
African Peoples); Dr. I. C. Ward (Languages); The Right Hon. Lord 
Harlech (Political and Social Objectives in Government and Systems 
of Government) ; Sir Maurice Amos (Law and Justice); F. H. Melland 
(Native Administration); The Rev. T. Cullen Young (Taxation) ; 
Dr. T. Drummond Shiels (Labour); Sir Alan Pim (The State and the 


1 On this point the author will perhaps allow me to supplement his information. 
As regards the Belgian Congo, it is generally estimated that the total capital 
invested amounts to 26 milliards of Belgian francs. 
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Land); Sir Daniel Hall (Agriculture, Forests, Water, Erosion); Lt.- 
Col. R. E. Drake-Brockman (Health); H. S. Keigwin (Education) ; 
N. F. Hall (Economics); Major A. G. Church (The Future of African 
Studies). 


THE REFUGEE PROBLEM 


5*. THE REFUGEE PROBLEM: Report of a Survey. By Sir John 
Hope Simpson. (Issued under the auspices of the Royal In- 
stitute of International Affairs). 1939. (Oxford University 
Press. Demy 8vo. 656 pp. 3 maps. 25s.; to Members of 
the Institute 17s. 6d.) 

IT was a most happy inspiration which led the Trustees of the 
Rockefeller Foundation, the Trustees of the late Viscount Leverhulme, 
and the Sir Halley Stewart Trust to make it possible for the Council of 
the Royal Institute of International Affairs to undertake an enquiry 
into the problem of the refugees throughout the world. The work was 
undertaken with enthusiasm, and within a very short time Sir John 
Hope Simpson had started upon his immense task. He has been most 
ably assisted by Mr. Walter Adams and Miss Margaret Bryant, both of 
whom brought very highly specialised knowledge to bear upon the work. 
It was agreed from the start that every effort should be made to produce 
at least a preliminary report in time for the meeting of the Assembly 
of the League of Nations in September 1938, when the reorganisation 
of the Nansen Office and the High Commissionership for Refugees from 
Germany would come up for review. This preliminary report was 
published, as promised, in July of last year, in time for the Inter- 
Governmental Conference at Evian, and has now been followed by the 
completed work, a substantial volume of something over 600 pages. 
One hardly knows which to admire the most—the punctuality or the 
comprehénsiveness with which Sir John Hope Simpson has fulfilled his 
task. Except that he has not been able to deal with Oriental or African 
movements owing to ‘arbitrary limits which were necessarily imposed 
on the scope of the inquiry,” the whole ground has been thoroughly 
explored. 

The result is that we now possess a study which is not only essential 
to the comprehension of the most urgent problem of the day, but also 
a very definite contribution to the history of our own times. 

Speaking broadly, the problem can be divided into two main 
categories, refugees from Central Europe and those from other countries, 
Armenians, Assyrians, Russians and others. This second class is dis- 
tinguished from the first in that their condition and numbers have 
varied very little since 1925, whereas the state of the former class is 
constantly changing, and always for the worse, notwithstanding the 
efforts of the League of Nations and private organisations. 

Even since Sir John signed his preface at Chatham House in October 
of last year the situation has become more complex and difficult 
owing to the occupation of the Sudetenland by Germany and the 
reprisals which followed on the murder of a German diplomat in 
November 1938. The very violence of these reprisals, which have not 
yet reached their possible limit, has had two compensatory effects ; 
they have aroused the sympathies of the whole world outside the totali- 
tarian States, and have made Governmental action inevitable. For- 
tunately the terms of reference of the new High Commission under the 
League of Nations are much wider than they were formerly, and by 
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their action in making a gift of eight million pounds to Czechoslovakia 
the Governments of Great Britain and France have at last definitely 
departed from their policy of leaving the finance of refugee work to the 
private organisations. This, together with President Roosevelt’s 
characteristic action in inviting the interested countries of Europe to 
attend an inter-Governmental Conference at Evian, constitutes a new 
phase which carries, within itself, the only hope for the future. Govern- 
mental intervention has long been inevitable; we have now got it in a 
very active form. 

For the time being, at all events, the so-called Nansen refugees, 
who are in no danger of persecution, are rather in the background, 
while those from Central Europe are very much in the limelight. ‘‘ The 
Jewish community remaining in Germany,” says Sir John, “ is estim- 
ated at 350,000, in Austria at 180,000, and there are many thousands 
in the Sudeten areas or already escaped thence to precarious refuge in 
Czechoslovakia. No reliable estimate of non-Aryans in the enlarged 
Third Reich are available but the numbers are probably substantially 
greater than those of full Jews.”” These figures, do not seem to include 
those potential refugees whose religious or political convictions make 
them distasteful to their government, or those from Italy. It may 
therefore be said that the problem before the world is to find new 
homes for something like one million persons. Quite obviously the 
only satisfactory solution would be that persecution should cease, that 
the theory of rabid nationalism which has resulted in the totalitarian 
State should be abandoned, and that these unfortunate people should 
be allowed to live and work where they now are. Obvious and 
satisfactory no doubt, but what chance is there of its attainment ? 
Failing this solution, how are new homes to be found for anything 
like a million persons, or even for the half-million full Jews in Germany 
alone? Where is soil on which to settle them and whence is the needed 
finance to come? 

Moreover we should not forget that, again to quote the Report, the 
whole of Eastern Jewry is in an insecure position, and that “ there is 
to the east of Germany and Austria, and excluding the three million 
Jews in Russia, a Jewry of nearly five millions.”” So we come to the 
two final chapters “‘ Solutions ”’ and “‘ Conclusion.” Inevitably they 
are the weakest part of the Report. There are so many “ifs.” “If 
the German Government are induced to modify the policy of con- 
fiscation.” “If they would further mitigate the pressure within 
Germany.” To these propositions one might perhaps add if the possible 
countries of reception would forget their own difficulties of unemploy- 
ment,! and if the Jews themselves could be converted from an urban 
to an agricultural population much might be done and done quickly. 
More than all, if the Jews and the Arabs, the two great Semitic races, 
could settle their disputes and Jewish money be introduced to develop 
the desert lands of Arabia all might yet be well. Are such hopes out- 
side the realm of practical politics? It is in the hands of the practical 
politicians, especially the prophets of the totalitarian ideals that the 
solution lies. Even if we master the refugee problem instead of allow- 
ing it to master us, shall we solve the greater Jewish problem which 
has existed for two thousand years or more, or will it always be with 
us? NEILL MALCOLM. 


1 This is an aspect of the question which requires further study. There is 
urgent need for a scientific enquiry into the effect of an influx of alien population 
upon employment in the countries of asylum. 




















1939] DEMOCRACY AND SOCIETY 255 


DEMOCRACY AND SOCIETY 


6*. THE Crisis oF Democracy. By Professor W. E. Rappard. 
[Lectures on the Harris Foundation 1938.) 1938. (Chicago 
University Press; Cambridge University Press. 8vo. xiii + 
288 pp. Ios. 6d.) 


PROFESSOR RAPPARD, director of the Graduate Institute of Inter- 
national Studies at Geneva, and a member of the Permanent Mandates 
Commission of the League, gave the lectures of which this book is 
composed for the Harris Foundation in Chicago in August 1938. 
The lectures form a solid, sane and well-documented account of the 
internal problems and the external dangers of contemporary democratic 
States. After an introductory chapter, the writer traces the rise of 
democracy in Europe (with special reference to Great Britain, France 
and Switzerland) and the immediate effects of the World War on the 
development of democracy. He proceeds to deal with the subsequent 
collapse of liberal régimes and the rise of dictatorships (treating mainly 
of Russia, Italy and Germany, and regarding these dictatorships as 
“children of the World War’’); with the difficulties encountered in 
the working of democratic institutions in the surviving democracies 
(again with special reference to France, Great Britain and Switzerland) ; 
and finally with the future both of dictatorships and democracies. 

The last chapter is of special interest : it shows a firm grasp of 
essentials and a balanced judgment. Professor Rappard is an admir- 
able representative of Swiss political thought (to which the world has 
been indebted from the eighteenth century onwards); and one can 
imagine Lord Bryce welcoming this pendant to his own Modern 
Democracies—published only eighteen years ago; but how much has 
happened in those eighteen years!—as a work in his own vein and 
congruous with his own line of thought. The hopes of Professor 
Rappard for the salvation of democracy lie in two main directions— 
more economic freedom and more executive authority. Perhaps Lord 
Bryce would have emphasized most the need for some correction of 
party extremism; but he would have sympathised with the author’s 
main contentions. ERNEST BARKER. 


7. LA CRISE DE LA DEMOCRATIE ET LE RENFORCEMENT DU POUVOIR 
Extcutir. By Emile Giraud. [Bibliothéque de l'Institut 
International de Droit Public, VIII.) 1938. (Paris: Sirey. 8vo. 
184 pp. 40 /rs.) 

PROFESSOR GIRAUD has written a remarkable book on a subject of 
great topical interest and which must appeal to every statesman. 
He very ably argues that modern democracy cannot thrive against 
the menace of dictatorships unless it is reinforced by a strong executive 
possessing the three requisites of stability, authority and effective 
organisation. His study of the democratic system in Europe and 
America is, indeed, exhaustive and based on a wide experience. As is 
natural, he devotes the greater part of his book to the French political 
system and shows that its adoption by other States has ended dis- 
astrously owing to the predominance of parliament over the executive. 
The author thus favours a parliament whose sphere would be limited to 
discussion and which would be subservient to an executive enjoying 
the right of decision and action. There have existed, as the author 
contends, nations without parliament, but never a State without a 
government possessing the executive power. 
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Professor Giraud in his conclusions draws attention to the fact that 
democracy is undergoing a serious crisis, and that it will inevitably 
succumb to dictatorships unless it is fundamentally reformed on the 
basis of a strong executive government. Many of the author’s con- 
clusions, whilst undoubtedly correct in the case of some European and 
Latin-American States, could hardly be adapted, with any sense of 
fairness or justice, to the democratic systems functioning in Great 
Britain or the United States of America. C. JoHN COLOMBOos. 


8*. LE Pouvorr EXECUTIF DANS LES DEMOCRATIES D’EUROPE ET 
p’AMERIQUE. By Emile Giraud. [Bibliothéque de l'Institut 
International de Droit Public, IX.] 1938. (Paris: Sirey. 
8vo. 414 pp. 80/rs.) 

Tuis work, by an able French jurist, is a careful study of the working 
of the executive in democratic countries. It begins with the statement 
that democracy is in a critical condition, and that the executive 
function is the weak point in democracy. This weak point is examined 
as it appears in various types of democracies classified as presidential, 
parliamentary and “directorial,” without any preference being 
expressed for one type rather than another; what suits one country 
would not suit a country with different traditions. Even where the 
same system has been adopted in two countries it may be worked in an 
entirely different spirit. The presidential system, under which the 
Executive authority and the Legislature has each its own sphere of 
operation uncontrolled by the other, works differently in the United 
States, with its long traditions of self-government, and in the South 
American Republics, which came into existence as a result of revolution 
from the autocratic rule of Spain. In the latter the rule of the president 
is more autocratic, and the people, who like personal government, 
expect this, and do not put much confidence in parliamentary insti- 
tutions. There is a similar divergence of results from the working of 
the parliamentary system in England and France. While, however, 
the author points out the smoother working of the British system, 
he utters a warning against wholesale imitation of that system in his 
own country. 

The chapters which deal with the French system are naturally the 
most interesting in the book: the vices and counterbalancing safe- 
guards are indicated and some simple improvements are suggested. 
There are other chapters dealing with the parliamentary systems in 
other parts of Europe, including the Weimar Constitution of Germany. 
The view is expressed that the failure of democracy in Germany was 
not due to the vices of this constitution, but to other factors. Another 
chapter deals with Switzerland, the sole representation of the “‘ régime 
directorial,’’ which in theory seems to combine the defects of the 
presidential and parliamentary systems, but works well in its restricted 
sphere. H. S. CHATFIELD. 


g. THE Sociatist Case. By Douglas Jay. 1938. (London: 
Faber and Faber. 8vo. xii + 362 pp. I2s. 6d.) 

io. THE FALsE StaTeE. By Hilda D. Oakeley. 1937. (London: 
Williams and Norgate. 8vo. xii-+ 2II pp. 6s.) 

Mr. JAy’s book, now fortunately available in a cheap (Socialist 
Book Club) edition, is perhaps the ablest statement of the Socialist 
case produced in this decade. It is written in the reformist mood of 
the British Socialist tradition, as distinct from the Marxist tradition. 
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Books from this quarter have been all too rare recently. Its popular 
influence is, however, reduced by the technical controversy with 
Professor Robbins, which occupies certain earlier chapters. Nor does 
it deal with that relevant thesis of the relation of financial pyramiding 
to social power and of the divorce of management from ownership 
which occupies Berle and Means’ fundamental book, The Modern 
Corporation and Private Property. The major theme of the book is 
an attack on the perversion of production from a socially healthy 
symmetry in response to the purchasing power of the rich (a major 
cause of boom, crash and unemployment), so that the ordinary function- 
ing of supply and demand is morbidly disturbed; and a consequent 
attack upon unearned income and inheritance, being 25 per cent. of 
the national income. 

It is a book of great courage, thoroughly pragmatic in attitude, 
which Socialists as much as Conservatives could well chew over. 
Mr. Jay writes : 

Nor does the abolition of inherited income (on the lines of the Rignano-Dalton 
plan) imply the abolition of private property as such . . . Socialists have been 
mistaken in making ownership of the means of production instead of ownership 
of inherited property the test of socialisation. 

In vigorous passages Mr. Jay points out that the Russian system, as 
defined by Mr. Strachey, is perfectly compatible with the establishment 
of a species of State Capitalism in which the power of control of his 
society by the small man might be negligible. 

Mr. Jay, however, makes the assumption that enough men of 
common sense will collaborate in reform of a system where go per cent. 
of the population receives less than 50 per cent. of the income, for the 
establishment of strongly authoritative instruments to break down 
opposition to be unnecessary. This presupposes a passion for justice 
and a hatred of personal passion which may exist in Great Britain, 
but of which there is too little evidence elsewhere to make it assured. 
If it be true that mankind is prepared to do its work for amazingly 
small reward once it has the assurance of social justice, it is also true 
that the contingency of revolution (which even a Fairfax and a Washing- 
ton could approve) must never be ignored. 


The theme of Dr. Oakeley’s book, The False State, is expressed in 
her own words: “the historic development in which this State has 
imposed itself on the life of peoples has been false to the deeper nature of 
man.’’ She lays stress upon that essential distinction, considered by 
Wallas and Maclver, between the community as society and the 
coercive State. The influence of Berdyaev also shews itself. The 
basic issue here is whether one accepts the theory of class war and 
Lenin’s consequent definition: ‘‘ The State is the instrument for the 
oppression of one class by another.”’ The Webbs, whom Dr. Oakeley 
discusses at length, are prepared to rejoice in the regulated State 
rather than in its ‘‘ withering away,”’ but do this without assigning the 
reason so frankly given by Lenin. If Dr. Oakeley rejects this definition 
which justifies ‘‘ the false State ’’ as necessary instrument, as it appears 
that she does, then we still have to ask whether a humanistic society 
consistent with “‘ the deeper nature of men,’’ and resting on that volun- 
tary principle which she praises, will be permitted to survive in the con- 
temporary world. I agree that whether Germany “ loses ’’ or Russia 
“wins ”’ is of negligible importance compared with whether humanism 
wins or totalitarian dogmatism loses. But should not humanism 
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defend itself with armed might ?—and how short is the step from 
this to worship of the false State. 

Again, this is the epoch of “the Party.’’ May not the Party 
(not in the old but in the new, semi-religious sense) be the voluntarily 
chosen community, the modern monastic order, for which men are 
prepared to sacrifice even life itself? Adolf Hitler and Lenin alike, 
let us recall, resolutely and explicitly subordinate ‘‘ State’”’ to the 
Nation or Party. Dr. Oakeley rather outlines a problem, with an 
admirable mood of approach, than provides an answer. That perhaps 
awaits a later book—so at least, in view of the interest of the theme, 
one hopes. GEORGE CATLIN. 





11. BILAN DU COMMUNISME. [Cahiers Economiques et Sociaux.] 
Par divers auteurs, sous la direction de M. Henri Peyret. 1937. 
(Paris: Librairie technique et économique. 8vo. 224 pp. 
18 frs.) 

TuIs is an attempt, by a group of authors, to provide an impartial 
analysis of Communism in all its aspects, Russian and international, 
philosophical, political and economic. The first question to be asked 
of a book on this subject is whether it justifies the claim of its authors 
that it has been written in a spirit of scientific impartiality, the ultimate 
test of which must be, as for all works of Social Science, whether it 
affords, within the limits of its subject-matter, a reliable basis for 
predicting the future course of events. This test the opening section, 
which deals with the ideology of Marxism, does not survive. Its 
author, though on familiar terms with his material, is so anxious to 
discredit the Marxian philosophy that he completely fails to appreciate 
the importance of Marx’s contribution to modern sociology. Apart 
from this preliminary lapse, the book on the whole conforms remarkably 
well to the standard of impartiality which it sets itself. M. Vichniac’s 
description of the advent and evolution of Communism in Russia 
which opens Part II of the book is admirably lucid and well constructed ; 
its chief fault lies in its failure to make sufficient allowance for the 
vast scale on which the Bolshevik leaders were carrying through their 
social revolution. He might also have carried more conviction in 
his judgment on the Red Terror if he had borne in mind the analogy 
of the Terror during the French Revolution. In the same way M. 
Berline’s otherwise excellent comments on Soviet economic life do not 
sufficiently take account of the fact that the Russian, even after 
twenty years of Communism, is still a Russian, and that his 
behaviour and efficiency cannot be judged by the standards of Western 
industrialism. 

M. Buisson’s account of the Comintern and M. Aubin’s account of 
the evolution of Communist parties outside Russia both contain 
much useful and highly interesting material, accumulated in precise 
and convenient form. It is a pity that their contributions were not 
supplemented by a chapter analysing the foreign policy of the Soviet 
Union in its relation to Comintern activities. Perhaps the most 
interesting section of all is the last, which deals with the evolution of the 
Communist party in France and its present position within the Front 
Populaire; it provides a first-hand analysis, by men of considerable 
insight, of the réle played by Communism in the present political 
situation in France. In general, this book is certainly one of the most 
useful contributions to recent literature on Communism. 

D. A. Routu. 
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12. THE CRISIS OF OUR CIVILISATION. By Hilaire Belloc. 1937. 
(London: Cassell. Demy 8vo. 250 pp. 8s. 6d.) 


THERE are many ephemeral publications issued in these days 
which attempt to explain the reasons for our troubles and to provide 
an easy and direct solution. There are also many thinkers who are 
so overwhelmed with the tragedies of our time that they can see no 
light in the future. Mr. Belloc has never belonged to the latter class, 
nor can his book be dismissed with the others as unimportant or as a 
too simple analysis. It is simple, in the sense that thought and 
language are so clear that any schoolboy can see what the author is 
driving at, but it touches on the most profound aspects of European 
civilisation and gives a solution which, though perfectly easy to grasp, 
is most difficult to accomplish. 

In the space of some hundred pages, Mr. Belloc shows how our 
civilisation—Christendom—arose. To the Catholic Church he gives 
the chief credit for the making of Christendom. It was this institu- 
tion, he claims, and not a vague Christianity, which saved what could 
be saved of the Greco-Roman civilisation and brought into contact 
with this and itself the new inhabitants of the old Roman Empire. 
Out of the fusion of these three elements Christendom was born, 
nurtured during the so-called Dark Ages by the Church and flourished, 
under the Church’s influence, in medieval times—notably in the 
thirteenth century. Not that all was fair then; injustice and sin 
existed then as they do now, but there was a predominant appreciation 
of the natural and supernatural rights of man which gave colour to 
the whole of society. 

Mr. Belloc in conclusion outlines his view of the course which 
restoration must take—the only way in which Capitalism and Com- 
munism can be prevented from bringing one another and Christendom 
itself to destruction. They are the restoration of property, control 
of monopoly and the re-establishment of the Guild and, above all, 
the return to Catholic thought which will inspire all these efforts. 

Many will not agree with this outspoken and important study, 
but they will have great difficulty in contesting Mr. Belloc’s first 
principles or the logic with which he establishes his conclusions. 

EDWARD QUINN. 


*13. CIVILISATION: THE NeExT STEP. By C. Delisle Burns. 1938. 
(London: Ivor Nicholson and Watson. 8vo. 291 pp. 8s. 6d.) 


Dr. DELIstE Burns’ books always command a public for which 
they are skilfully and admirably designed. ‘‘ This book,” he modestly 
comments, “‘ is not for those who pride themselves on being ‘ advanced’ 
or ‘ progressive.’’’ Nevertheless, his comment that “if anyone wants 
to reform the world, he must begin with an improvement of his own 
manners ”’ seems to me profound enough—as profound as Confucius— 
and, in all conscience, advanced enough beyond the folkways of to-day. 
This does not mean that Dr. Delisle Burns has lost sensitiveness to 
justice beneath a defensive coat of formalism. He quotes the remark 
of Sir Arthur Quiller Couch, which should cause searchings of heart 
in Reuben: ‘“‘ We may prate of Democracy, but actually a poor child 
in England has little more hope than the son of an Athenian slave to 
be emancipated into that intellectual freedom of which great writings 
are born.” The civilisation, primarily Anglo-Saxon, of which he writes 
is, on this side of the water, if presumably intensive, far from as 
extensive as it should be. Dr. Delisle Burns’ prescription, ‘‘ No Chosen 
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Race,” will receive facile assent in many quarters that will hesitate to 
implement another of his prescriptions, “‘ No Snobbery.” 

The object of the book is to educate rather than to challenge. 
However, Dr. Delisle Burns advocates (along, I believe, with Sir 
Arnold Wilson) as morally obligatory, the putting of all children at 
some stage through the elementary schools—a basic and excellent 
suggestion, as I can testify from experience, since I have tried it out 
with my own. Dr. Delisle Burns concludes by turning from the 
domestic to the international field of civilisation. He maintains that 
by “‘ peace’ is to be understood, not actual peace, but co-operation 
among nations prepared to do so, excluding (such is the implication) 
dictatorships, among them Russia. We are to “ undermine national- 
ism.” Pacifists, he concedes, are, some of them, intelligent but, 
nevertheless, sentimental. I am not sure that they are not more realist 
than Dr. Delisle Burns. ‘“‘ Appeasement”’ is dismissed as “not a 
policy of peace in the modern sense.’’ Its advocates do not co-operate 
with the people we would like to co-operate with, including the national- 
ists of the small nationalities—or are these also to be “‘ undermined ’’— 
and by whom? I fear that this book is too often precisely what I 
should call ‘‘ advanced ’’ in the nineteenth-century sense. It is very 
lucid; but vaguely unreal. One has a feeling of contact, not with 
men, but with cushioned phrases. The work is, however, pervaded, as 
ever, by a correcting spirit of balanced humanism too rare in these evil 
days and for which we all stand debtors to Dr. Delisle Burns. 

GEORGE CATLIN. 


14. HUMAN NEEDS IN MODERN Society. By B. T. Reynolds and 
R. G. Coulson. 1938. (London: Jonathan Cape. 8vo. 
284 pp. Ios. 6d.) 

THE purpose of this book is an appeal for the establishing of mutual 
goodwill and understanding between what the authors define as the 
classes and the masses. There is nothing sentimental about this appeal. 
It is, on the contrary, a carefully argued claim that by this means only 
will the inevitable collapse of our present-day society be avoided and 
the happiness of mankind be assured. 

Their arguments cover a wide field, but are principally based on 
psychology, history and practical experience. Of political bias there 
is none; in fact, the authors have little use for any of the present-day 
political philosophies, which in their opinion provide for nothing better 
than the replacing of one set of “‘ top-dogs’”’ by another. Universal 
well-being can only be found, they argue, in an integrated State. 
It is not enough, in their opinion, to remove barriers, divisions and 
distributions inimical to social living, but that ‘‘ the well-being of all 
is only attainable in a society where close personal contact, mutual 
sympathy, understanding and good-will are actively present.” 

They are fully aware of the difficulties which will have to be over- 
come before this happy state of affairs is reached, but they are convinced 
from personal experience that it can be done. They have experimented 
in various parts of Great Britain and among many different types; 
admittedly in a small way, but in each case their efforts were met with 
success. 

Few will quarrel with this ideal of Universal Human Fellowship. 
But one wonders whether the methods of approach to it as outlined in 
this book do not depend far too much on those very qualities of human 
nature which have always been remarkable for their absence. Man- 
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kind has yet to show that it has any aptitude for a its problems 
in a spirit of sympathetic give and take. C. H. Guyatr. 


15. L’EuropE pu XIX® SIECLE ET L’IDEE DE NATIONALITE. By 
Georges Weill. 1938. (Paris: Albin Michel. 8vo. xvi + 
480 pp. illus. 45/rs.) 

THERE have been histories enough of the nationalist movements 
in those countries where the idea of nationality has been in striking 
contrast with the bases of the states concerned. There have been even 
a few more general works, such as Fischl’s Panslavismus. These, how- 
ever, still left ample space for a general survey of the development of 
nationalism in Europe during the nineteenth century; and Professor 
Weill’s book is heartily to be welcomed. As his field is very wide, 
covering not only the obvious ground of Central and South-Eastern 
Europe, but also countries so wide apart as Ireland and Russia, the 
space which he can devote to each is limited. Few, if any, of his 
chapters constitute the last word on their subject; many of them are 
summary, and one or two rather superficial. His work has, however, 
the great advantage of being able to apply the comparative method 
and to show how the idea of nationality has taken different forms in 
different countries, according to their respective economic, social and 
geographical conditions. 

The bibliography might be fuller, especially as regards modern 
works. C. A. MACARTNEY. 


PROPAGANDA AND THE PRESS 


16*, PROPAGANDA IN THE NEXT War. By Sidney Rogerson. (The 
Next War Series, ed. by Capt. Liddell Hart.) 1938. (London: 
Geoffrey Bles. 8vo. 188 pp. 53s.) 


WE live in the age of propaganda, and if war comes, propaganda 
will play a far larger part in it, both at home and abroad, than in any 
previous war. Mr. Rogerson has written what is in many ways a 
first-rate book on the subject. He writes with unusual force and 
clarity, with a mastery of the technique of propaganda derived from 
wide experience in commercial advertising, and with a sense of realism 
which makes his conclusions consistently stimulating and often 
provocative and even shocking. The book is open, however, to one 
fundamental criticism. Mr. Rogerson writes as a technical expert, 
and, like most technical experts, he is sometimes in danger of mistaking 
the means for the end. In explaining, for example, the need for 
propaganda on behalf of democratic ideals, he seems to become so 
preoccupied with the technique of putting these ideals across that 
one is sometimes led to wonder whether he attaches any value or 
significance to the ideals themselves—or whether he merely regards 
them as convenient instruments for his technique. This confusion 
of means and ends contains dangerous possibilities which, as the posi- 
tion of propaganda in Great Britain becomes more established, may 
seriously threaten democratic principles. Mr. Rogerson’s book would 
have been more complete if he had been sufficiently aware of this 
aspect of his problem to face up to it and give us his views upon it. 

D. A. RouTu. 


17*. PROPAGANDA Boom. By A. J. Mackenzie. 1938. (London: 
John Gifford, Ltd. 8vo. 368 pp. ros. 6d.) 
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18*, ALLIED PROPAGANDA AND THE COLLAPSE OF THE GERMAN EMPIRE 
IN 1918. By George G. Bruntz. [Hoover War Library Publi- 
cations, No. 13.] 1938. (California: Stanford University Press ; 
London : Humphrey Milford. 8vo. xiii+ 246 pp. $3.50, 16s.) 


THESE two books form an interesting contrast in the treatment of 
a topic of considerable current interest. Mr. Mackenzie’s book is 
personal, well stocked with views and suggestions, and also with facts 
which make exciting reading to anyone prepared to accept the view 
that fact is stranger than fiction. It comes, if the colloquialism be 
permitted, “hot from the press.” Mr. Bruntz’ book is detached, 
scholarly, and as well documented as a “ case-study” dealing scientific- 
ally with a phenomenon in a particular sphere of time and space is 
expected to be. This writer has been working on his topic, under the 
direction of the Directors of the Hoover War Library, since 1928. 

The result of Mr. Bruntz’ researches is a valuable addition to the 
remarkably short list of reliable scientific studies of propaganda in the 
World War. In 1914-18, the author maintains, ‘‘a propaganda system 
for purposes of warfare was set up which for scientific perfection rivalled 
the military system” (p. 3). He devotes a preliminary chapter to the 
important question of the manner in which propagandism was organised 
by the main Allied and Associated States; and it is of interest to note 
that it was not until March 1918 that preliminary steps were taken to 
co-ordinate the propaganda systems of these States. From this 
topic Mr. Bruntz proceeds to discuss the propaganda methods and 
tactics, including the use made of neutral countries, of these States; 
to analyse propagandas according to the various aims of the Allied 
propagandists; to describe ‘“‘ revolutionary propaganda ”’ in Germany 
and Russia, and to discuss the question of the manner in which German 
internal conditions assisted Allied propagandism. 

Not the least interesting chapter of this book, to a student of the 
topic, is the final one, which deals with the effectiveness of Allied 
propagandas. Mr. Bruntz is too scholarly to dogmatise about the 
“imponderables ’’ which this question raises. But he offers rather 
ample documentary proof for his conclusion that, at the lowest 
estimate, “‘ propaganda probably helped to hasten the end of the war ”’ 
(p. 220). His book gains additional value from its admirable print, 
illustrations and bibliography. 


Mr. Mackenzie’s study is lighter fare; but is in many respects 
illuminating upon the progress of propagandism in the period 1918-38. 
The writer does not shrink from nailing his colours to the mast; and 
included among his colours is the opinion, with which the present 
reviewer is in full agreement, that ‘‘ propaganda is ethically neutral ” 
(p. 34). His method is, in the main, the historical one of tracing the 
post-war efflorescence of propagandism from the decline of freedom 
in Europe heralded by the Bolshevik Revolution to the fall of the 
Czechslovak Republic. Since it has already been stated that this 
book is both interesting and informative, one may hope that it will 
not be interpreted as carping to suggest that it should have had an 
index. TERENCE H. O’BRIEN. 


19*. THE Press. By H. Wickham Steed. 1938. (London: Penguin 
Books Ltd. 8vo. 250 pp. 6d.) 

“The book,” states its author, “is in the main an essay on the 

British Press and the postulates of its freedom. Neither in form nor 
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in substance is it a history or a handbook.” What it amounts to, if 
one reader may offer a more telescopic description, is a manual with a 
message. It is a manual of obvious utility, since it provides a com- 
prehensive series of facts about the contemporary British Press, regarded 
both as an institution in its own right and in relation to other British 
institutions such as the State, the Law and the B.B.C. Its message, 
shortly stated, is that the Press is the bulwark of freedom in a modern 
community; and that the “free” British Press is now showing 
signs of descending down the dangerous inclined plane that leads to 
“totalitarian servitude.” TERENCE H. O’BRIEN. 


GENERAL 


19A*, ENVIRONMENT, RACE and MIGRATION. By Griffith Taylor. 1937. 
(Toronto: University of Toronto Press; London: Oxford 
University Press. 8vo. xv + 483 pp. 16s.) 

THE author describes this book as “‘in a sense a new edition’ 
of his Environment and Race published in 1927. In so describing it he 
hardly does himself justice; for there is a large amount of new material, 
and of the 158 maps in the present volume 100 did not find a place in 
the former volume. It is, in fact, a new book on the lines of the former. 

The book falls into four parts. Part I deals with the outlines of 
world geological structure and of ethnology. The second and largest 
part passes the continents under review, and, after describing their 
geological and climatological histories, enters upon a study of their 
inhabitants past and present, and attempts to discover and account 
for their migrations. In Part III are studies of Canada and Australia, 
the first being taken as an example of white settlement in a cold 
continental environment and the second as an example of white settle- 
ment in a hot and arid environment. The fourth and concluding 
part deals with potential white settlement. The book is plentifully 
illustrated by maps and diagrams. It is perhaps because they are so 
numerous that the scale has been kept small. But they are often on 
so small a scale in relation to the detail which they contain that they 
are rather obscure. This is a pity; for they are for the most part 
novel and ingenious. 

The author has taken on a gigantic task. The evidence bearing on 
the problems which he discusses is almost without limit. He brings 
forward masses of data but, for reasons of space, often in so summary 
a form that it is difficult to appreciate their nature, or even at times 
their relevance. When he draws his conclusions he has insufficent 
space to present a carefully argued case. He is often reduced to saying 
that in his opinion certain deductions are justified without being able 
to give them the support necessary to make clear the weight of evidence 
behind his views. He might have given himself more elbow room by 
omitting references to early geological history which is only remotely 
related to his problems. But even then he has a task which could 
only be adequately fulfilled by a series of books. The choice would 
seem to lie between a series and a simpler treatment which was limited 
to a general sketch, and in which no attempt was made to introduce 
more than illustrative evidence. The present treatment isa compromise 
of a not entirely satisfactory nature. 

In a field such as the author has taken for his province, it is only 
too easy to select evidence and produce an apparently compelling 
argument for some ingenious and far-reaching explanation of much that 
has happened. To some minds the temptation is overwhelming. 


, 
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But Professor Griffith Taylor maintains a truly scientific attitude. 
He is very widely informed, and attempts to balance evidence with care 
and discrimination so far as his scheme permits him an opportunity. 
He may attribute more importance to the cephalic index than others 
would admit, and he has views about the so-called Australoid and Mon- 
golian races that are not everywhere shared. He is also influenced 
by Huntington’s speculations about the influence of climate upon 
human acitivity. But he is not a “ diffusionist,” and he does not call 
in the hypothesis of over-population to explain all migrations. He is 
too well informed and has too much scientific conscience to let himself 
be led away by any of those simple notions which are so easy to promul- 
gate and which save so much trouble. 

Broadly speaking, he may be regarded as a supporter of the view 
that climatological and geographical controls have had the chief 
hand in shaping human history. For this view he would get wide 
support. It may be that he is so impressed by the influence of these 
factors in the past that he under-estimates the degree to which man may 
liberate himself from them in future. Thus he discusses the population- 
carrying capacity of Canada and Australia with less reference to rapidly 
advancing scientific knowledge than is perhaps advisable. But he 
shows caution in these discussions. He presents very varying estimates 
of Canada’s potential population capacity without committing himself 
to any of them. These and other problems, with which the book 
deals, are the background of the studies which engage those who are 
concerned with contemporary issues. Students of these issues who 
read this book will learn something of the vast problems under discussion 
of which contemporary questions are only the latest phase. 

A. M. CARR-SAUNDERS. 


20*. OuR Own TIMEs, 1913-1938. By Stephen King-Hall. 2nd 
revised edition. 1938. (London: Nicholson and Watson. 
8vo. xvii + 1155 pp. 12s. 6d.) 

STEPHEN KiNnG-HALL has revised and brought up to the events 
of October 1938 his former two-volume survey of ‘‘ Our Own Times.”’ 
The result is a vivid one-volume account of world affairs, displaying a 
comprehensiveness and accuracy of detail which make it a valuable 
book of reference. The extensive bibliography, chronology and index 
are typical of the thoroughness with which the author and his co-adjutor, 
Mrs. L. K. Scott, have done their work. It is, therefore, a pity the 
volume contains no maps, since recent European events showed that 
geographical knowledge was not very widespread among some of those 
with solutions for the pressing problems of the hour. The narrative 
is enlivened by the expression of personal opinion and criticism with 
which not all will find themselves in agreement, but with the concluding 
observation of the volume there should be no dissentients : “‘ Democ- 
racy must be taught to think and appreciate that Liberty means more 
than the removal of restraints upon individual action: it means self- 
discipline . . . education for citizenship.” K. C. BoswELt. 


21*, GEOGRAPHICAL ASPECTS OF INTERNATIONAL RELATIONS. (Lectures 

on the Harris Foundation 1937). Edited by Charles C. Colby. 

1938. (University of Chicago Press; Cambridge University 
Press. 8vo. 276 pp., maps. 13s. 6d.) 

Tuis book contains a collection of addresses delivered by well- 

known American geographers at the thirteenth session of the Harris 
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Memorial Institute, which was devoted to geographical aspects of 
international relations. The editorial statement that “ taken together 
they reveal something of the geographical approach to international 
problems and, it is to be hoped, represent progress in the complicated 
field of political geography ”’ is, on the whole, well founded. 

It is particularly the last four articles of the series which exemplify 
the distinctive contribution which geography, by its interpretation of 
inter-regional relations, can make to the understanding, and even 
towards the solution, of international problems. Political geography 
cannot be an exact science, but that it is evolving a body of first 
principles of more than academic interest will not be doubted by any 
impartial layman who carefully reads Mr. Derwent Whittlesey’s 
article on ‘‘ Reshaping the Map of West Africa,’’ Mr. Richard Harts- 
horne’s ‘“‘ Survey of the Boundary Problems of Europe’”’ and more 
particularly the two related South American studies (‘‘ The Distribu- 
tion of People in South America,’ by Mr. Preston E. James, and 
“ Conflicting Territorial Claims in the Upper Amazon,” by Mr. Robert 
S. Platt.) The last is of special value because it probes and indicates 
the lines of solution of international problems not yet acute, but certain 
to become so unless they are faced in time, both in a scientific way 
and in a spirit of good will. After a detailed and singularly illuminating 
study of the position in the Upper Amazon, Mr. Platt makes certain 
generalisations as to the political geography of the future whose full 
implications deserve careful pondering—e.g., ‘“‘ Nations are less funda- 
mental phenomena than the grouping of people in the areas to which 
they are attached, and probably less permanent phenomena than this 
grouping in these areas,’ and again, ‘‘ Nations dominate the present. 
Other forms of areal (regional) organisation conceivable in the present 
are destined to dominate the future, unless the nations in their day 
destroy the areal (regional) groups of people upon which all such forms 
are based.” 

The first three articles (‘‘ Population Outlets in Overseas Terri- 
tories,” by Mr. Isaiah Bowman, “ International Aspects of State Inter- 
vention in Economic Life,” by M. Pierre Denis and ‘“‘ A National Plan 
and Policy for the Control and Use of Water Resources,” by Mr. H. H. 
Barrows) are useful contributions, but are primarily economic surveys of 
familiar themes against a geographical background. P. M. Roxsy. 


22*, WAR IS Not INEVITABLE. (Lectures delivered at the Geneva 
Institute of International Relations, August 1938.) [Problems 
of Peace, 13th Series]. 1938. (London: The Peace Book 
Company. 8vo. 299 pp. 6s.) 


TuIs is a further instalment of lectures delivered by well-known 
experts on international affairs at the Geneva Institute of International 
Studies. It is a disappointing instalment. Most of the lectures are 
concerned with the causes and remedies of the international crisis 
which was coming to its climax at the time of their delivery (August 
1938). One might have expected that men of such reputation and 
ability as the contributors to this series would be stimulated by an 
atmosphere of crisis to say something new and profound. Most of them 
disappoint this expectation and confine themselves to a restatement, 
in one context or another, of the usual League ideology. The only 
lectures which, by going deeper into the causes of our present dis- 
contents, provide some new food for thought, are those of Sejior 
Madariaga, Mr. Zilliacus and Mr. Ibbetson James-——the last-named 
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providing a model of what this sort of lecture ought to be. The 

lectures by Mr. Taylor on the effects of the Anschluss and by M. Rolin 

on the attitude of the Oslo Powers contain some useful factual material. 
D. A. Routu. 


23. ANTHONY EpEN: A Biography. By Alan Campbell Johnson. 
1938. (London: Robert Hale. 8vo. 381 pp. 15s.) 

Tuts book provides its author with an opportunity for airing his 
own views on recent foreign policy. Asa biography, it is unsatisfying. 
For instance, Mr. Eden first won the attention of parliament by contri- 
butions to debates on Middle Eastern questions, based on first-hand 
knowledge. Yet the reader looks in vain for any account of the 
circumstances in which this knowledge was acquired. In relation to 
more recent events, it does not appear that Mr. Johnson is in any 
better position than the general public to interpret the motives behind 
Mr. Eden’s speeches and actions. It is, indeed, probably unreasonable 
to hope for more than this volume gives us— Mr. Johnson’s commentary 
on the well-known facts of his hero’s public career, a career which many 
of us hope is by no means terminated. A really valuable biography of 
a Foreign Secretary cannot possibly be written until a good many seals, 
at present inviolate, have been broken. But, admitting this, one is 
inclined to ask why the present attempt should have been made, 
though it is brightly written. G. M. G-H. 


24*, THE LEAGUE OF NATIONS AND THE RULE oF Law, 1918-1935. 
By Alfred Zimmern. Second edition revised. 1939. (London: 
Macmillan. 8vo. xiii+ 542 pp. I2s. 6d.) 

The author has taken the opportunity of the need for a new edition of 
this book to subject his material to a thorough revision and to bring the 
references to the literature in the subject up to date. The principal new 
matter appears in Part II, Chapter X on “‘ The Drafting of the Covenant,” 
and in Part III, Chapter III on ‘‘ The League as a Working Machine.” 


25*. INTERNATIONAL BIBLIOGRAPHY OF AGRICULTURAL ECONOMICS. 
1938. (Rome: International Institute of Agriculture. 8vo. 
137 pp. Annual subscription 6s. 6d.; $1-60.) 

The first issue of a quarterly bibliography to be issued by the Inter- 
national Institute of Agriculture. It covers the economic and social 
aspects of agriculture—agricultural economics, agricultural policy, settle- 
ment, credit, co-operation, insurance, marketing, prices, statistics, farm 
organisation and management, valuation, labour, accounting, rural 
sociology, agricultural history and geography, legislation and education, 
and all other agricultural problems in so far as they are considered from the 
economic and social point of view. Only publications of purely technical 
character are excluded. 


26*, Crisis BooKLeTs: No. 3, Moral Rearmament, by Sir William 
Bragg, Sir Walter Moberly, Lord Kennet; No. 4, The Crisis 
and World Peace, by Leyton Richards; No. 5, What does 
“A” do next, by F. A. Cockin. 1938, 1939. (London: 
Student Christian Movement Press. Sm. 8vo. 62 pp., 63 pp., 
62 pp. Is. each.) 

These booklets are designed to help Christians to clear their minds on the 
fundamental nature of the present situation and the issues it raises. 

27*, Le PANAMERICANISME. By Eugéne Pépin. (Collection Armand 
Colin, Section de Géographie.) 1938. (Paris: Armand Colin. 
Sm. 8vo. 222 pp. Paper, 15 fr.; bound, 17 /7. 50.) 


A history of the development of Pan-American movement from the 
beginning of the nineteenth century and a description of the political and 
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economic framework of the countries involved, together with an account 
of the organisation of the Pan-American Union and its work 


28*, KEy TO LEAGUE OF NATIONS DOCUMENTS PLACED ON PUBLIC 
SALE 1934-6. Fourth Supplement to the Key to League of 
Nations Documents 1920-9. By Marie J. Carroll. 1938. 
(New York: Columbia University Press. La. 8vo. xxii+ 
188 pp. $4:25.) 

Tuis fifth volume of the series is enlarged in scope to include all informa- 
tion required by libraries and other users of League Documents. As 
before, the first section indicates the main subjects of each issue of the 
League Periodicals, including the Official Journal. The second section 
consists of a detailed list of Documents arranged numerically by sales 
number under the subject divisions adopted by the League. The third 
section deals with the Committees, Commissions and Conferences of the 
League, arranged again under the League’s system of subject headings. 
A résumé of the nature and purpose of the Committees, together with the 
dates covered by their activities, precedes the dates of sessions, and the 
references needed to the Official Journal and other documents. Questions 
dealt with by the political section are treated under the question itself : 
Saar Territory, Assyrians of Iraq, etc. Finally a subject index enables 
the user to discover the documents wanted, whether published separately, 
or embodied in one of the periodical publications. Li V.D. 


29*. THE PRICE OF PEACE: Notes on the World Crisis. By Harold 
Macmillan, M.P. 1938, October. (Privately printed. 8vo. 
19 pp.). 
This is a short exposé of the views of one who finds himself opposed to 
the Chamberlain policy of appeasement. 


30. PEACE IN Sicut? A Chronicle and Commentary on the War 
Crisis. By R. B. Mowat. 1938. (London: Arrowsmith. 
8vo. 176pp. 3s. 6d.). 

PROFESSOR Mowat does not answer the title-question himself, but in a 
series of fourteen studies sets before the reader material to help him form 
his own judgment. The subjects reviewed range from the Spanish and 
Sino-Japanese Wars, the Berlin-Rome Axis, Czechoslovakia and the 
Little Entente to the Front Populaire in France and Mr. Eden’s resignation. 
A final chapter entitled ‘‘ Hope ” covers the September crisis down to the 
day of Munich. a oa 


31*. THE INTERNATIONAL WHO’S WHO, 1939. 1938. (London: Europa 
Publications, Ltd., in conjunction with Allen and Unwin. 
4to. 1312 pp. £3 3s.) 

Those to whom up-to-date biographical information on leading 
personalities in the international field is essential, welcome the annual 
publication of this volume for its comprehensive character and the time 
it saves by bringing together details often not easily obtainable from other 
sources, 


32*. ARMAMENTS YEAR Book, 1938. 1939. (Series L.o.N.P. 1938. 
IX. 3.) (Geneva: League of Nations. London: Allen and 
Unwin. 8vo. I114 pp. 25s.; $6°25. 

The new edition of the Avmaments Year Book, like its predecessors, 
contains detailed monographs on the organisation of the armies, navies 
and air forces of sixty-four States, members and non-members of the 
League of Nations, as well as the majority of colonies and colonial forces 
throughout the world. The monographs are in general divided into four 
chapters dealing respectively with land armies, air forces, navies and 
national defence expenditure. 

The information has been revised and, as far as possible, brought up 
to date. The present edition embodies the changes which have taken 
place in the military organisation of the different countries up to September 
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1938. As regards budgetary effectives and expenditure on national 
defence, the figures for 1938 (or 1938-9) will be found in the case of the 
majority of countries. 

The volume contains in appendices the Conventions, Treaties and 
Agreements relating to the limitation of armaments concluded between 
different countries from 1817 to 1938, and a number of recapitulatory 
tables on the characteristics of the armed forces of the different countries, 
the changes in military expenditure in the years 1932-7, and comparative 
statistics of the navies of certain Powers. 


ECONOMICS AND FINANCE 


33*. THE Wor~tpD Economic SURVEY. SEVENTH YEAR. 1937/8. 
1938. (Geneva: League of Nations; London: Allen and 
Unwin. 4to. 244 pp.) 

THE Economic Intelligence Service of the League of Nations 
continues to perform its valuable functions. The World Economic 
Survey for 1937-8, prepared by Mr. J. E. Meade, is a volume of excep- 
tional interest. It covers the period in which in a greater part of the 
world the upward movement of prosperity was reversed and the 
depression begun. 

The League has done well to secure the services of Mr. Meade. 
The powers of thorough-going analysis and lucid exposition, for which 
he was already well known, are excellently employed in enabling the 
reader to pick his way among the wealth of statistical information 
which the League Service accumulates. We get a conspectus of the 
whole world process; and Mr. Meade goes as far as it is possible to 
go with safety in interpreting the process. 

A reader of this volume is bound to feel that his time has been 
well rewarded by the greater comprehension of recent events to which 
it guides him. And if Mr. Meade is unable to predict with confidence 
whether we are destined to continue our downward path into gathering 
depression or may find sufficient factors of revival to bring a recovery 
quicker than the normal, he is not to blame. The tools at his disposal 
are not sufficiently precise for such prediction. He makes it less 
difficult to form a reasonable judgment and to be alive to the signific- 
ance of the favourable or unfavourable factors as and when they may 
occur. R. F. HArRop. 


34*. INTERNATIONAL TRADE IN CERTAIN RAW MATERIALS AND Foop- 
STUFFS BY COUNTRIES OF ORIGIN AND CONSUMPTION, 1937. 
[1938. IIA. 20.] 1938. (Geneva: League of Nations; 
London: Allenand Unwin. 4to. 1I76pp. 53s.) 


Tuts publication by the League of Nations is the result of an attempt 
to match up quantitatively all the exports of the chief foodstuffs and 
raw materials with the imports of the same commodities. The 
statistics presented embrace thirty-eight commodities which enter 
into international trade, and the necessary returns cover the imports 
of 123 different countries and territories and represent about 98 per 
cent. of the total world trade in 1936. 

In the usual trade statistics the total quantities of any article 
imported into all countries never correspond exactly with the total 
quantities exported, for various reasons, among others the time lag 
between exports and imports, certain transactions which do not appear 
both in import and export statistics, and differences in the definition 
of ‘‘ special trade.” 

After all the efforts of the League of Nations, the type of discrepancy 
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which still exists can be illustrated by the first two tables in the 
publication, for while in the case of butter the figures for world imports 
corresponded almost exactly with those of world exports, in the case 
of eggs the figure of total exports is 10 per cent. higher than the figure 
of totalimports. All the tables contain a wealth of information clearly 
set out concerning sources of supply and countries of consumption 
of the chief primary commodities entering into international trade. 
BARNARD ELLINGER. 


35. MExico’s RESOURCES FOR LIVELIHOOD: A Study of the Influence 
of Foreign Ownership. By Alejandro Carrillo. 1938. (The 
Hague and New York: International Industrial Relations 
Institute, with the co-operation of the International Committee 
on African Affairs. 4to. 34 pp. 25 ¢c.) 

36. GOLD AND POVERTY IN SouTH AFRiIcA: A Study of Economic 
Organisation and Standards of Living. By Max Yergan. 
1938. (The Hague and New York: International Industrial 
Relations Institute, with the co-operation of the International 
Committee on African Affairs. 4to. 24 pp. I5 c¢.) 

THESE pamphlets are reprints of papers prepared for a conference 
at The Hague in 1937 on The World’s Natural Resources and Standards 
of Living. Mexico and South Africa are taken as typical countries 
developed by large-scale foreign investment and at the same time 
afflicted by deplorably low standards of living. The pictures presented 
would be displeasing to many who had invested money in these countries 
but the authors are not necessarily to be condemned on that account. 
Phrases like “‘ the disparity between wages and fixed capital”’ indicate 
a certain crudity in the economic approach which is adopted, and the 
treatment of South Africa would be more significant if, instead of, or 
in addition to, insisting on the desirability of paying the native 
wage-earner more for the work in which he is now engaged, more em- 
phasis were placed upon the desirability of allowing, and indeed 
encouraging, him to do work of a different kind. The South African 
pamphlet does not add much to what is already generally known. 
The facts relating to Mexico are less familiar, and though no doubt a 
good deal should be added to the information which is here made 
available, it is all to the good that attacks on complacency should 
continue. ALLAN G. B. FISHER. 


COLONIAL QUESTIONS 


37*. GERMANY’S CLAIM FOR COLONIES. (Information Department 
Papers No. 23.) New Edition, revised and enlarged. 1939. 
(London: Royal Institute of International Affairs. New 
York: Oxford University Press. 8vo. 94 pp. map. Is.) 

The first edition of this Paper, published in May 1938, brought the 
history of Germany’s colonial claims and of British official and unofficial 
reactions to them down to the time of the annexation of Austria. 

The new edition continues the story to the close of 1938, showing 

its developments since the Munich Agreement and taking account 

of the repercussions of the recent treatment of the Jews in Germany on 
public opinion in Great Britain. Statistics have been brought up to 
date where necessary, and special attention is given to recent official 
statements and unofficial views on the question of colonial readjust- 
ment in France, Belgium, Portugal, the Union of South Africa, Australia 
and British East Africa. 

No. 2.—VOL. XVIII. K 
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38*. GERMANS IN THE CAMEROONS 1884-1914: A Case Study in Modern 
Imperialism. By Harry R. Rudin. 1938. (London: Jonathan 
Cape. 8vo. 456 pp. 15s.) 

Tuts book, based on much arduous and conscientious research in 
the German colonial archives, gives a most welcome account of German 
rule in the Cameroons. The administrative system in the colony and 
the methods of imperial control are described in detail; and the chapters 
which discuss the economic yield of the Cameroons and the effects of 
German rule on the natives are of equal excellence. The initial chapter 
on the seizure of the Cameroons by the Germans and on the acquisition 
of further territory from the French in rg1r is less satisfactory, accept- 
ing as it does the German version at its face value; but to have treated 
this topic adequately would have carried Mr. Rudin far from his real 
centre of interest. 

Mr. Rudin makes it clear that the Cameroons were neither profitable 
to Germany nor popular in Germany. It would have been far cheaper 
for the German State to pay traders not to go to the Cameroons, and 
they could appeal only to investors who preferred a bird in the bush 
to half a dozen in the hand. In short, the Cameroons were a made 
colony, which the German State maintained at great cost ‘“ for the 
general purposes of imperial greatness.”’ 

It is regrettable that Mr. Rudin has marred his excellent descriptive 
study by dicta on a subject entirely foreign to it, viz., the question 
whether Germany should recover her former colonies. To answer this 
question many topics would have to be examined on which Mr. Rudin 
does not touch—a comparison, for example, between German colonial 
rule and the colonial rule of other countries; an account of the present 
condition of the Cameroons (whether, for instance, there are still the 
native rebellions which were so frequent under the Germans); and, 
above all, a discussion of the desirability of entrusting the present 
German régime with colonies. Mr. Rudin likes the German system 
for ‘‘ the conspicuous absence of slogans about the high moral purposes 
informing colonial policies.’”’ But these slogans count for something ; 
and one looks in vain for a German Lugard. A Je. PAYLOR. 


39*. THE INTERNATIONAL SHARE-OUT. By Barbara Ward. [Discus- 
sion Books No. 17]. 1938. (London: Nelson. 8vo. 174 pp. 
2s.) 

40. NATIONAL SELF-SUFFICIENCY. By P. H. Asher. [Discussion 
Books No. 2]. 1938. (London: Nelson. 8vo. 188 pp. 2s.) 

Both these little volumes, which are part of a new series of “‘ discus- 
sion books,’ deserve a warm welcome. 

Miss Ward has set out clearly and concisely the facts and figures of 
what has come to be known as the “ colonial problem.’”’ Whose colonies 
produce what? What are the profits, and what the costs, of colonial 
possessions? What is the economic basis of the colonial claims of 
the dissatisfied Powers? These questions have been amply discussed 
during the past few years, and will continue to be discussed for many 
more; and Miss Ward’s book is a handy and indispensable vade 
mecum for enquirers in this field. If I have a criticism to make, it is 
that she assumes too rigid and schematic a division between politics 
and economics. Does it really mean anything to say that Signor 
Mussolini’s aim is not “ relieving economic pressure,” but “ empire ”’ ? 
Twentieth-century imperialism, like nineteenth-century imperialism, 
is clearly the product of economic pressure ; and to distinguish between 
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its political and economic objectives is to juggle with words. In the 
same way, I think Miss Ward over-stresses “‘ the unimportance of 
political control ’’ in determining the direction of trade. If “ political 
control’ means legal sovereignty, the statement is formally true (at 
any rate, in part), but not particularly significant. If “ political 
control ”’ includes alliances, understandings and those subtler forms of 
political influence which elude definition, the statement does not hold 
water at all. British occupation was not an unimportant factor in the 
British economic penetration of Egypt, nor German rearmament in 
recent German economic penetration of South-Eastern Europe. I 
hope that Miss Ward, having so competently mastered her material, will 
some day pursue that enquiry rather farther beneath the surface : 
she has every qualification for so doing. 


Mr. Asher’s National Self-Sufficiency covers more ground less 
systematically and in less detail. He does not aim at an exhaustive 
review of the facts, but enjoys sticking pins into popular assumptions 
and slipshod slogans; and he has written on these lines a stimulating 
little book. He sees “no reason why dictatorships will fall short of 
democratic governments in their ambition to keep the masses con- 
tented.”” ‘“‘ If colonies were a liability instead of an asset, they would 
go begging’ (though I wish he had emphasised the importance of 
colonies as a reserve which can, and will, be more intensively exploited 
by the colonial Powers as pressure increases). The present phase of 
“economic warfare’ is summed up in the suggestive phrase, “ the 
Great Powers begin treating each other as colonial markets.”’ Mr. 
Asher is nothing if not realistic; and few gleams of hope or encourage- 
ment lighten his pages. But his book, written in a popular and 
almost jaunty style, should encourage many readers to think more 
deeply about the real causes and character of our present discontents. 

E. H. Carr. 


LAW 


41*, THE BRITISH YEAR Book OF INTERNATIONAL LAw 1938. Nine- 
teenth Year of Issue. 1938. (London: Humphrey Milford. 
8vo. vi-+ 316 pp., bibl. 16s.) 

THE present issue is edited by Sir Cecil Hurst, the distinguished 
ex-President of the Permanent Court of International Justice, who 
again i2sumes the office of Editor which he resigned ten years ago. 
It contains several scholarly articles of current legal importance. Sir 
John Pratt analyses the juridical situation of the international settle- 
ment at Shanghai, particularly in its relation to the French concession 
there. He describes, concisely and clearly, that what is now known as 
the International Settlement was British in origin and that it became 
international because the subjects of other States were allowed to take 
up land in the settlement. Professor Gutteridge deals with the com- 
plicated issues of jurisdiction arising, in private international law, over 
conflicts in matrimonial suits. He is of the opinion that if world-wide 
unification is to be attained, it is essential that domicile, and not 
nationality, should be taken as an agreed basis of competence. In 
exceptional cases, such as that category of cases where the spouses 
are not only domiciled in different countries but are also of different 
nationality, Professor Gutteridge proposes an ingenious solution 
allowing the parties to resort either to the Courts of their last common 
domicile or to those of their last common nationality. 
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Professor Garner contributes a very able article on ‘‘ The United 
States Neutrality Law of 1937 ”’ which replaced previous legislation on 
the subject and was intended to be permanent except with respect to the 
“cash and carry ” provision, limited to two years. The new principles 
of neutrality advocated by the United States are not only characterised 
by a striking departure from the American traditional policy, but they 
confer also unusual and novel discretionary powers upon the President. 
His refusal to put the new legislation into effect in the war between 
China and Japan indicates, as Professor Garner points out, that it will 
be allowed to become virtually a ‘ dead letter.” 

In an interesting article on the “ Interpretation and Application 
of Municipal Law by the Permanent Court,” Mr. C. W. Jenks shows 
that its functions are not limited to international law, but that it has 
had in the past, and it is desirable that it should have in future, the 
opportunity to construe and apply municipal law. Mr. J. G. Starke 
expounds the view that a knowledge of the doctrine of ‘‘ imputability ” 
applied to the law of “ international delinquency ” would render the 
subject more lucid and lead to greater scientific exactness. Dr. W. 
Friedmann, on the other hand, examines the alarming increase of 
State control over the individual.in its effects upon the principles of 
international responsibility. The growing interference of States in 
financial and commercial spheres, formerly reserved to individuals, 
makes it imperative that the rules regarding their immunity from 
jurisdiction should be revised. In an article on the “ Immunity of the 
subordinate personnel of a diplomatic mission,” Mr. S. H. Brookfield 
compares the issues raised by the House of Lords decision in Engelke 
v. Musman, with earlier cases and with the practice of the Foreign 
Office, which suggest that attention should be directed to the functions 
of the particular official involved, rather than to his title. 

The present volume includes two able articles of topical interest : 
(a) the Abolition of the Capitulations in Egypt, with an excellent 
historical summary and (d) an examination of the “ Nyon’”’ Arrange- 
ments which leads to the conclusion that they did not purport to extend 
by treaty the scope of piracy under international law. As in previous 
volumes, the issue also contains several important editorial “ notes,” 
together with an exhaustive review of international cases and books. 

C. JOHN COLOMBOs. 


42. LE REGIME DES BAIES ET DES GOLFES EN DROIT INTERNATIONAL. 
By Jean Mochot. 1938. (Paris: Librairie Nizet et Bastard. 
8vo. IQI pp.) 

As Professor de La Pradelle states in an admirable introduction to 
this book, the controversy about the legal nature of the sea has agitated 
the mind of international jurists for many centuries without ever 
reaching a generally accepted conclusion, as the failure of the Hague 
Conference in 1930 abundantly proves. Dr. Mochot attempts in this 
carefully-planned-out book to seek a solution of the problem on the 
basis of the freedom of the seas except where national defence, the 
protection of customs and fisheries and the exigencies of neutrality 
render a restriction in favour of the littoral State absolutely necessary. 
In the case of bays which are bordered by the territory of a single 
State and which are not more than six miles in width, the solution 
is simple, as the bay is then deemed territorial. For all other bays, 
however, the dictum of Lord Salisbury in 1895 still remains true, 
“that the question is unsettled in international law and the limit not 
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fixed.’’ One is therefore forced to the unsatisfactory conclusion that the 
case of each large bay must be determined on its own merits, and that a 
claim for a wider extent than six miles rests for its success upon the 
ability of the territorial State to prove affirmatively the existence of 
prescriptive or historical rights. 

The author concludes his accurate examination of bays and gulfs 
by upholding the principle that a State is not entitled to extend its 
dominion over the seas in new directions except in conformity with 
the “‘ mutual interests of all’ and by delegation of ‘‘ the international 
community.’’ An obvious criticism of this doctrine is that there 
is at present no such international body capable of laying down rules 
governing the legal régime of bays and gulfs, although its creation would 
be extremely desirable if the principal maritime States were to agree 
to its establishment and to its jurisdiction to legislate on all questions 
of maritime international law which still remain unsettled. 

C. JoHN COLOMBOs. 


43. TRAITE SUR LES FONCTIONS INTERNATIONALES DES CONSULS. 
By J. Irizarry y Puente. Translated by C. Schlegel. 1937. 
(Paris: Pedone. 8vo. 484 pp. 100 ffs.) 


THE classical text-books on international law of necessity only 
touch in brief outline on the position of consuls. Apart from these works 
most of the other authorities dealing with the subject were written as 
practical guides to the consuls of a particular country. The present 
treatise, therefore, covers new ground, in that it discusses with 
great thoroughness and detail the status, privileges, immunities, powers 
and duties of a consul in international law. 

The principles stated in this book have been collected from a very 
wide field of authority, including consular treaties and conventions, the 
works of leading jurists, State papers, and decisions of the courts, and 
the thoroughness of the work is illustrated by the fact that references 
are made to the law, opinion or practice of more than forty-five States. 
From this mass of authority, often conflicting, the author has en- 
deavoured to abstract the fundamental principles and to discover if 
possible an element of uniformity in the differing conceptions of inter- 
national law obtaining in various countries. 

The subject of this review is the French translation of the original 
work published in America. I have not seen the latter, but in its 
French form the treatise suffers the grave defect that it has no index 
either of cases or of contents, and the reader has to obtain what guidance 
he can from a brief table of chapter headings. It is unnecessary to 
stress the crippling effect of these deficiencies on a legal text-book, 
however admirable in content. A bibliography would also be useful. 

A. A. MocatTta. 


PEACE TREATIES 


44*. THE TRUTH ABOUT THE PEACE TREATIES. By the Rt. Hon. 
David Lloyd George, M.P. 2 vols. 1938. (London: Gollancz. 
8vo. 1471 pp. 18s. each volume.) 

No sensible reader will complain if Mr. Lloyd George is not a perfectly 
impartial chronicler of the Peace Conference in which he played so 
notable a part. By training, and perhaps by temperament, he is a 
special pleader; and in these volumes he is often a pleader pro domo 
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sua. Yet it would be unfair to question, on these grounds, and still 
unfairer to deny the importance of his testimony. 

It is testimony that cannot be ignored. Parts of it may be—nay, 
are—susceptible of refutation. And, in some cases, refutation might 
easily take the form of personal criticism as severe, if not as acrimonious, 
as that which he directs against the statesmen whom he disliked. 
Some of them are dead, and can no longer answer him at first hand. 
Colonel House, the faithful friend and wise counsellor of President 
Wilson, is among these. Others, notably ex-President Bene’ (whom 
Mr. Lloyd George wrongly describes as the “ Prime Minister ’’ of 
Czechoslovakia during the Peace Conference), are still living. They 
may one day answer him in terms less harsh than those which he applies 
to them, though perhaps more telling in their accuracy. 

One weighty influence upon the character of the Peace Conference, 
and one which Mr. Lloyd George could not be expected to appreciate, 
was precisely the effect of his own agile personality, and of his versatility 
as a tactician, upon the other delegates with whom he had to deal. 
Yet it accounts for much that he would naturally find displeasing. 
And some of his positive statements—e.g., upon the unbroken harmony 
which, he thinks, marked his relations with M. Clémenceau and President 
Wilson at the Peace Conference—would not be hard to disprove on 
M. Clémenceau’s own evidence. 

But when all is said and done, when Mr. Lloyd George’s rancours 
and dislikes are discounted and his comprehensive ignorance of many 
matters is recognised, these volumes remain a valuable source of 
historical knowledge. Both by reason of the documents they reproduce 
and, still more, as a revelation of their author’s temperament and out- 
look, they will be indispensable to students of history. 

As literature, too, not a few of his pages have high merit. They are 
alive with wit, apt simile and shrewd observation. Though they may 
be polemical in tone, biased in judgment, and unforgiving in temper, 
they are well written. Broadly, too, his defence of the Peace Treaties 
and his analysis of the reasons for the progressive failure of the 
Versailles settlement carry conviction—provided that one of the reasons 
for which he was directly responsible be not forgotten. This reason 
was the refusal of his Government to maintain, unequivocally and 
forthwith, the British part of the joint Anglo-American guarantee of 
French security when the United States went back on its own part. 
To this lamentable lack of foresight, which Mr. Lloyd George himself 
tried to redeem at the Cannes Conference of 1922—when it was too 
late—the French occupation of the Ruhr in 1923 and many other 
untoward consequences are attributable. Had Great Britain been 
better than her word in 1920, instead of standing on the letter of a bond 
for which France had paid in advance, the history of the Peace Treaties 
might have been very different. 

Still, if Mr. Lloyd George has written a passionate footnote to 
history rather than the full “ Truth About the Peace Treaties,’ ought 
he to be set down as an unfaithful scribe? Were he capable of writing 
with judicial temper, he might not have been capable of the impassioned 
vigour which enabled him, more than any man, to bring Great Britain 
through the Great War undefeated. His work, like its author, has the 
defects of his qualities; and one hardly knows whether, in him, it is a 
quality or a defect that he should be to his own faults a little blind. 

WICKHAM STEED. 
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44A*. BresT-LitovsK: THE FORGOTTEN PEACE, MARCH 1918. By 
John W. Wheeler-Bennett. 1938. (London: Macmillan. 
8vo. xx +478 pp. 2Is.) 


THE treaty of Brest-Litovsk, the first peace treaty to be signed in 
the War of 1914-18, was annulled when Germany collapsed eight 
months after its signature, and was soon forgotten in the hurly-burly 
of the great peace settlement. It was, nevertheless, a striking and 
important episode. The documents, including the memoirs of several 
of the delegates, are all available; and Mr. Wheeler-Bennett, besides 
knowing the German background intimately, has had the advantage of 
personal conversations with Trotsky and Radek. The vividness and 
completeness of the narrative are what these qualifications would 
entitle one to expect. 

Mr. Wheeler-Bennett’s remarkable biography of Hindenburg had, 
however, raised our hopes high; and it is perhaps for that reason 
that the present reviewer is conscious of being slightly disappointed by 
this volume. Good though the narrative is, there are ioo many signs 
of hasty writing. ‘Lack of Slav mysticism” (p. 138) is a poor 
explanation of the failure of Bolshevism among the workers of 
Western Europe. ‘‘ The principles of Brest-Litovsk’’ and “the 
psychology of Brest-Litovsk’”’ are badly over-worked (the latter is 
even involved in a surely fantastic attempt to explain the recent 
treason trials); but Mr. Wheeler-Bennett fails to consider very 
seriously what they imply. By what standard is Brest-Litovsk to be 
condemned? Clearly not by that of the far harsher treaties of 
Ig1g. If Germany had not, for reasons quite unconnected with it, 
lost the war, could the German invasion of the Ukraine have been 
regarded as a blunder? Mr. Wheeler-Bennett’s book suggests many 
such questions, but provides no answers—or only conventional 
answers—to them. Such things apart, his account of the treaty 
itself, and of the proceedings leading up to it, is in every way 
admirable, and fills a gap which badly needed filling. 

E. H. Carr. 


45*. ITALY AT THE PEACE CONFERENCE. By René Albrecht Carrié. 
[The Paris Peace Conference—History and Documents.] 1938. 
(New York: Columbia University Press; London: Humphrey 
Milford. 8vo. xv +575 pp. 273.) 


THE author seems to have had difficulty in determining the precise 
scope of his study; and the Treaty of London rather than the Peace 
Conference is itscentraltheme. He deals fairly fully with the conclusion 
of the Treaty, and with the negotiations between the Italians and the 
Yugoslavs in the last year of the War. The treatment of the Italo- 
Yugoslav question by the Peace Conference is related in full detail, 
and the documents are collected in an appendix which occupies a 
third of the book and gives it much of its usefulness. The narrative is 
carried down to the Treaty of Rapallo in 1920, but not farther. Other 
parts of the Treaty of London are skimpily treated, since the Peace 
Conference did little about them. Italy’s colonial claims are dismissed 
in a few pages. There is a slightly longer account of the Turkish 
question, including a summary of the relevant provision of the Sévres 
Treaty; but this section is very superficial, the St. Jean-de-Maurienne 
Agreement being, for instance, barely mentioned. No general estimate 
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is attempted of Italy’s position at the end of the War or of her policy 
at the Peace Conference. E. H. Carr. 


BRITISH COMMONWEALTH OF NATIONS 


46*. THE BRITISH COMMONWEALTH AND THE FUTURE : Proceedings of 
the second unofficial conference on British Commonwealth 
Relations, Sydney, 3rd—17th September 1938. Edited by H. V. 
Hodson. Issued under the joint auspices of the Royal Institute 
of International Affairs and of the Canadian, Australian, 
New Zealand, South African and Indian Institutes of International 
Affairs. 1939. (London: Humphrey Milford. 8vo. xvi-+ 
336 pp. 8s. 6d.; to Members of the R.I.I.A., 6s.) 


In days when diplomatists and publicists are suggesting either the 
immediate break-up of the British Commonwealth or at least the transfer 
of its centre of gravity to Canada, this book comes as a wholesome and 
beneficial tonic. For despite the differences of opinion between the 
delegates, the discussion shows that at this conference there was a 
frank realisation of the problems which have to be considered, and I 
think it makes some suggestions, if not towards their solution, then 
at least to their better understanding. 

As the Editor states in the Preface to this very interesting record, 
the plan of the book follows that adopted for the proceedings of the 
previous conference held at Toronto in 1933. It falls into two parts, 
one being an analysis of the agenda and of the preliminary work done 
before the conference began; and the other an account of the conference 
meetings themselves. 

The conference was divided into four commissions. The first dealt 
with a consideration of the interests of the individual nations of the 
Commonwealth; the second, external policies in their economic 
aspect; the third, external policies in their political and strategical 
aspects; and the fourth, the future of the Commonweaith as a co- 
operative organisation. The reports of the Recorders of each of these 
commissions have been printed in full, and they contain the many and 
different contributions made in the discussion which took place. 

Mr. Hodson, the Editor, contributes two chapters which to the 
outsider are more interesting than the conference reports. The first 
is a review of the national interests of the member nations. The second 
contains a survey of the discussions at the conference, and this survey 
covers a variety of topics all of which are of paramount importance. 
Here again he does not attempt to hide the differences, and he reveals 
the conflicts of ideas which were both real and apparent. 

This book is intended as a record of what took place, and both the 
plan of the Steering Committee and the way it has been carried out 
are to be commended. After reading it through you can picture the 
events and the conference, and even feel that you have heard the dis- 
cussion. Having said that, I cannot help thinking that a better 
contribution would have been made to the discussion of the problems 
of our Commonwealth if Mr. Hodson had been free to throw the records 
aside altogether and, with the conference discussions as a background, 
had written an essay on the problems of the Commonwealth and its 
future. R. W. G. Mackay. 
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The following is a list of supplementary studies prepared for the British Common- 
wealth Relations Conference, 1938 and issued in mimeographed form. 


IssUED BY THE CANADIAN INSTITUTE OF INTFRNATIONAL AFFAIRS : 


Series A : Price $1 or 4s. 
Postage 6d. 
No. 1. Population Policies: The Economic Policies necessary to im- 
plement them, by D. A. MacGibbon. 
No. 2. A French-Canadian View of Canada’s Foreign Policy, by Jean 
Bruchési. 
No. 3. Canada and the Americas, by F. H. Soward. 
No. 4. Which Way Canada? by R. G. Trotter. 
No. 5. New Trends in Canadian Defence Policy, by C. P. Stacey. 
No. 6. A Review of Economic and Financial Conditions in Canada (April 
1938), by J. F. Parkinson. 
No. 7. Canadian Tariff Policy, by W. A. Mackintosh and K. W. Taylor. 


Series B: Price 25 cents or Is. 
Postage 3d. 
No. 1. Provinces and Dominion, by J. B. McGeachy. 
No. 2. Relations between English and French—Canadians, by a Repre- 
sentative French-Canadian Business Man. 


Series C: Price 50 cents or 2s. 
Postage 3d. 
No. 1. Statistics of Canadian Trade, by K. W. Taylor. 
No. 2. Debate in House of Commons (Ottawa) on Canadian External 
Policy, July 1st, 1938. 
No. 3. Memoranda on Canadian Defence. 


Series D: Price 5 cents or 3d. 

(including postage). 

Debaies in House of Commons (Ottawa) on Canadian External Policy, 
May 24th, 1938. Published by the King’s Printer, Ottawa. 


Series E: Price 35 cents or Is. 6d. 
Postage 3d. 
No. 1. Political Parties in Canada and External Affairs. Anonymous. 
No. 2. The Propaganda Media in Canada, by G. V. Ferguson. 
No. 3. The United States and the Commonwealth, by George Luxton. 


Canadian Neutrality—The Constitutional Power, by J. B. Coyne, K.C. A 
mimévgraphed volume of 101 pp., prepared for the use of the Canadian 
Delegation. Price 75 cents or 3s. 

Postage 6d. 


IssUED BY THE AUSTRALIAN INSTITUTE OF INTERNATIONAL AFFAIRS : 


Series A: Price 2s. each series. 
Postage 3d. 
No. 1. The Population-carrying Capacity of Australia, by J. Andrews. 
No. 2. The Future of the Australian Population, by A. Smithies. 
No. 3. Migration, by R. B. Madgwick. 
No. 4. Tropical Settlement in Australia, by J. B. Brigden and W. Wynne 
Williams. 
No. 5. Printed Supplement to Paper No. 4, above, containing maps. 
Series B: 
No. 1. The Development of Australian Industry, by H. Burton. 
No. 2. The Australian Tariff, by W. S. Kelly. 
No. 3. Australia’s Foreign Trade Treaties, by C. A. S. Hawker. 
No. 4. Monetary Policy in Australia, by D. B. Copland. 
Series C : 
No. 1. The Financial Nexus between England and Australia, by G. L. 
Wood. 
No. Imperial Communications and Transport, by E. O. Milne 


No. 3. The Strategic Position of the British Empire, by F. W. Eggleston. 
4. Cultural Co-operation in the British Commonwealth, by 
W. S. Sheldon. 
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Price 2s. each series 
Series D: Postage 3d. 

No. 1. Political Parties in Australia, by G. V. Portus. 

No. 2. Australian Foreign Policy—Formation and Expression of 
Australian Opinion, by E. A. Ferguson, T. P. Fry, J. G. Holmes 
and A. Murray Smith. 

No. 3. The Defence of Australia, by P. F. Irvine. 

No. 4. What the League of Nations Means to Australia, by F. Aarons. 





Series E : 
No. 1. Australia’s Interests in the Pacific Basin, by a Canberra Study 
Group. 
No. 2. Australia’s Relations to other Pacific Countries, by A. C. V. 
Melbourne. 
No. 3. The Australian Native Dependencies in the Pacific, by Marjorie G. 
Jacobs. 
ISSUED BY THE IRISH GROUP. Price 2s. 6d. 


Postage 6d. 
Preface, by Donal O’Sullivan. 
The Origin and Growth of Modern Irish Nationalism, by Michael Tierney. 
Ireland in Relation to the Commonwealth, by T. W. T. Dillon. 
Economic Policy and Population in Eire, by James Meenan. 
Irish Defence Problems. Anonymous. 


CONFERENCE BIBLIOGRAPHY. 

A selected Bibliography on British Commonwealth Relations was prepared 
for the Conference by Miss Margaret Cleeve at Chatham House and printed in 
October 1937. Mimeographed Addenda to the Bibliography were produced in 


March and July 1938. 
Copies of the Bibliography and Addenda are obtainable from Chatham House. 
Price Is. 
Postage 2d. 


47. RECOGNITION AND ENFORCEMENT OF FOREIGN JUDGMENTS IN THE 
ComMON LAw COUNTRIES. OF THE BRITISH COMMONWEALTH. 
By Horace Emerson Read. [Harvard Studies in the Conflict 
of Laws, No. 2.] 1938. (Cambridge, Mass.: Harvard University 
Press; London: Humphrey Milford. 8vo. xiv + 374 pp. 
r75.). 

BriTIsH Empire law schools ought to be ashamed that it is left to 
an American to produce this work, and very grateful to him for thus 
pioneering their own territory forthem. It is a model of that thorough- 
ness, combined with breadth, in the treatment of a single topic which 
we have learned to expect from the Harvard Law School. 

It is typical and praiseworthy that only Book III is concerned with 
the actual subject-matter of the work, the enforcement of foreign 
judgments. This, with the appendices, will form a useful handbook 
for practitioners. Book II is a learned monograph in the jurisdiction 
of foreign courts which is a valuable contribution to the literature 
of conflict of laws. Book I, which is concerned with the legal nature of 
foreign judgment and deals incidentally with the law districts in the 
British Commonwealth, will make good material for legal philosophers, 
and salutary reading for naive Austinian monists. 

R. T. E. LATHam. 


48. RuRAL AUSTRALIA AND NEW ZEALAND. By Edmund de S. 
Brunner. [Studies of the Pacific, No. 2]. 1938. (New York: 
American Council, Institute of Pacific Relations. 8vo. xiii + 
70 pp. $1.50.) 

Dr. BRUNNER has made use of the opportunity afforded by a 
lecturing engagement at the conferences of the New Educational 
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Fellowship in Australia and New Zealand in 1937 to write a report 
for the United States Department of Agriculture on some of the rural 
problems of these countries which had special interest for people in 
the United States who were working in a similar field. He disclaims 
for his report any status higher than that of journalism, but he has 
succeeded in making a concise statement which should be of value 
to readers in other countries. He spent only seven weeks in New 
Zealand, and there are one or two minor errors which might be questioned 
by readers with a longer experience. But as in some cases where local 
readers would combine in thinking that Dr. Brunner was wrong they 
would probably disagree about the exact nature of his error, it may 


reasonably be concluded that his task has been fairly carried out. 
AG. Bu F. 


EUROPE 


49*. Les CONSTITUTIONS DE L’EUROPE NOUVELLE, avec les textes 
constitutionnels. Nouvelle édition entiérement refondue et 
augmentée. 2 vols. By Professor B. Mirkine-Guetzévitch. 
1938. (Paris: Delagrave. 8vo. 639 pp.) 

THE preface to this new edition of Les Constitutions de l’Europe 
Nouvelle points out that circumstances have made simple revision 
and augmentation impossible; a new book was necessary in order 
that constitutional changes should be recorded and commented on 
adequately. Professor Mirkine-Guetzévitch in his introductory essay 
surveys the constitutional scene since 1930, and gives a most illumi- 
nating and interesting analysis of causes and tendencies in the field 
of constitutional law, producing the present weakness of democracy 
and the trend towards dictatorship. As he sees it, the ‘‘ new absolut- 
ism”’ of the dictators to-day does not mark the end of a struggle 
between liberty and absolutism dating from the French Revolution, 
but is merely an episode in that struggle. The constitution-makers of 
1919 fell into the same error as those of 1789 in France; they failed 
to understand the fundamental importance of the executive, and were 
victims of “‘ the same superstition with regard to the separation of 
powers.” The executive is the creative force and basis of parliamentary 
government, and ought to have a monopoly of legislative initiative. 
But, under the constitutions set up in Europe after the Great War, 
based on the supremacy of the legislature, this essential Jegal power 
of the executive has been replaced by extensive political powers, un- 
defined, and therefore open to abuse. Hence the political equilibrium 
has been upset and extreme courses have followed. Professor Mirkine- 
Guetzévitch goes on to discuss the dictatorship from a constitutional 
standpoint, and he has an interesting short section on the Austrian 
Constitution of May 1st, 1934 (“ un document curieux de la régression 


politique’), which has so rapidly become a “‘ museum piece.” 
MM: &: L.. 


50*. GuNsoR Butter. By R.H. Bruce Lockhart. 1938. (London: 
Putnam. 8vo. 382 pp. Ios. 6d.) 

Mr. Bruce LocKHART’S pen is as easy and fluent as ever; his 
powers of description and analysis have improved sensibly as a result 
of his journalistic experience; the approaching middle age which he 
laments has had little apparent effect on his vitality. When one 
considers further how long is his experience, how wide his 
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acquaintanceship with Central Europe, it is clear that anything which 
he writes upon it will be worth reading. The present volume is a 
record of a lecture tour made by the author in Yugoslavia, Bulgaria, 
Roumania and Czechoslovakia last spring (with a glimpse of Austria 
at the moment of occupation). It contains pleasant travel sketches 
and shrewd comments enough—which are seldom unjust—on the 
situation. If it is obviously less important than Mr. Lockhart’s 
earlier books, this is because he is now only a spectator, and not an 
actor; also here he has made a few weeks’ travel fill a whole book. 
But he is very right in his insistence of how South-Eastern Europe is 
growing up. C. A. MACARTNEY. 


51. DER ZAUBERER: Leben und Anleihen des Dr. Hjalmar Schacht. 
By Norbert Miihlen. 1938. (Zurich: Europa Verlag. 8vo. 
222 pp. Kart., fr. 6; Lein, fr. 8.) 

52*. HITLER’S MAGICIAN SCHACHT: The Life and Loans of Dr. Hjalmar 
Schacht. By Norbert Miihlen. Translated by E. W. Dickes, 
1938. (London: Routledge. 8vo. 228 pp. Ios. 6d.) 


By most people Dr. Schacht is well known as a German banker of 
international repute: by many he is recognised as having been the 
virtual controller of National Socialist finances from the advent of 
Hitler to power until his recent dismissal. By comparatively few, 
however, is the real extent of his activities realised. They are described 
at length and with considerable ability in Norbert Miihlen’s book. 
In the Nazi programme of 1933 in its reference to German External 
Debt appeared the words ‘‘ The breaking of the Bondage to Interest 
is the core of National Socialism.’’ This first task set by Hitler to his 
“Magician Schacht’”’ was carried out with amazing subtlety and 
thoroughness. 

To-day, but five years later, we are confronted by a world economic- 
cally transformed by a new technique of governmentally controlled 
trading evolved by this same man, so skilfully devised that only now 
are we coming to a full realisation of its implication and danger to 
ourselves. 

The book has its weaknesses. Tendentious statements such as, 
“ X had saved about $2,500; he wanted to invest the money well and 
safely and entirely unspeculatively ; what about a German State 
Loan—6 per cent. at 52°88!” 

Also certain inaccuracies such as the statement (p. 144) that in 
1937 the U.S.A. granted a loan of $60,000,000 to Brazil; but they are 
small blemishes in an interesting work. L. C. DENZA. 


53. EspAGNE CREUSET Po.iTiguE. By Henri Rabasseire. 1938. 
(Paris: Editions Fustier. 8vo. xv-+ 190 pp. 20 /rs.) 


Tus book on the Spanish war would have been of greater value if 
the author—whose identity is concealed by a pseudonym—were less 
confused and diffuse. There is much interesting material both on the 
events leading up to the war and the situation on the Government side 
since the war. 

M. Rabasseire is primarily concerned with the social conflicts, 
and has collected some useful data on the economic condition of 
Spain. His account of the foreign vested interests—English, French, 
German and Italian—is particularly illuminating. He says, for 
example, that General Mola—killed in an aeroplane accident during 
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his offensive against the Basque country—was Anglophile. Since the 
fall of the Basque country German influence there has been predominant. 

The second part of the book deals with the progress of the war, 
but principally with the effect that foreign intervention on the insurgent 
side has had on the social revolution in Government territory. He 
considers that the social revolution has been sacrificed to the need for 
centralisation and military organisation. ‘‘ La révolution du peuple, 
sociale et libertaire, est transformée en révolution nationale. Mais le 


peuple espagnol n’aura pas dit son dernier mot.” 
HELEN F. GRANT. 


54. DipLoMAT IM RoTEN Maprip. By Felix Schlayer. 1938. 
(Berlin: F. A. Herbig. 8vo. 231 pp. Rm. 4:80). 

THE crime and disorder which took place in Madrid and Barcelona 
in the first few months of the Spanish conflict have had many chroniclers. 
Herr Felix Schlayer, a German business man who held the sinecure 
appointment of Norwegian Consul and, in the absence of the Minister, 
was required to act as Chargé d’Affaires, has nothing very new to 
narrate. But his tale of the grisly episodes of those feverish days— 
which he attributes, of course, to agents of the Bolshevist Revolution— 
loses nothing in the telling. Herr Schlayer remained until July 1937 
and then, one gathers, left in a hurry, having succeeded in falling foul 
of almost everyone in any position of authority. 

There are some interesting details of the unsavoury conditions in 
the prisons and of the relief work which the Embassies and Legations 
contrived to do—activities which were bound to be construed as 
“‘ giving assistance to Fascists.’”’ But the author’s class-prejudice (if 
that is the right word) is patent, and this detracts from the value of 
his circumstantial evidence. A nation’s masses stirred to anger and 
desperation are certainly no pleasant experience : but, lest judgment 
be distorted, it is well to bear in mind that “ atrocities’ of the same 
kind and in the same degree were being perpetrated on the other side. 

W. HorsFALL CARTER. 


55*. Britons IN Spain: A History of the British Battalion of the 
XVth International Brigade. By William Rust. 1939. 
(London: Lawrence and Wishart. Sm. 8vo. 212 pp. 2s.) 


56*. LE REDRESSEMENT FINANCIER AU PortuGAL. By P. Gilles. 
1938. (Paris: Librairie Générale de Droit et de Jurisprudence. 
8vo. 229 pp. 35/7s.) 

Tuis is a detailed and well-conceived summary of Portugese 
finances from March 1928, when Dr. Salazar (to whom the book is 
dedicated) became Minister of Finance, until the end of 1936. The 
book is divided into four parts. The first part deals shortly with the 
finances of Portugal before the War and up to Dr. Salazar’s appoint- 
ment; the second sets out the essential changes made since then in the 
Constitution and in the political organisation of the country; and the 
fourth analyses the scheme for economic reconstruction introduced by 
the Law of May 24th, 1935, and then describes the righting of the 
finances of the colonies. The third part, which occupies over half the 
book, records Dr. Salazar’s achievements in all departments of State 
finance—taxation, budgetary technique, public debt, currency, etc. 
This account of the rehabilitation of Portugal’s finances by strictly 
orthodox methods is well worth reading, particularly by anyone who 
has to do with public finance. C. RIDDELL WILLIAMS. 
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57. PHILIPPE BERTHELOT. By Auguste Bréal. 1937. (Paris: Galli- 
mard. 8vo. 250 pp. 20 /rs.) 

MonsIEUR AUGUSTE BREAL, the painter, has eschewed colour and 
oils, and has had recourse to Gutenberg’s tool-box for his portrait 
of his life-long friend, which is all the more subtle for being in black 
and white. 

In spite of the sequence of events, there is nothing romantic or 
dramatic in this biography of one of the outstanding figures of the 
twentieth century. For this aspect Giraudoux’s novel Bella on the 
Berthelot—Poincaré feud is worth reading. 

In this book, almost overcrowded with detail, the writer portrays 
his subject against the background of European history leading up 
to the Great War and culminating in the complicated network of inter- 
national conferences, in which M. Philippe Berthelot played a practically 
unseen, but all-important part. To a question by a British statesman 
(page 195) as to his réle in the French Foreign Office, his reply ‘“ tout 
et rien ’—all and nothing—gives the key to his personality. 

His English friends will be interested by the text, to be found at the 
end of the book, of the address which M. Philippe Berthelot was to 
have read at a banquet in London, intended to be given in his honour 
by the Franco-British Association, on the eve of his death in November 
1934. GASTON A. VETCH. 


58. THE TRAGIC PENINSULA: a History of the Macedonian Independ- 
ence Movement since 1878. By Christ Anastasoff. 1938. 
(St. Louis: Blackwell Wielandy Co. 8vo. xv + 369 pp. 
$3°00.) 

Tuts book advocates an.independent Macedonia. It is devoted 
to the Bulgarian cause, and naturally supports Bulgarian claims as 
advanced by the Macedonian Committee. It is designed as a history 
of conditions and events in Macedonia from the Treaty of San Stefano 
to the present day, and is particularly concerned with the actions and 
personalities of the Macedonian Revolutionary Organisation. The 
book can hardly rank as a critical‘and historical inquiry or discussion, 
though the account given of the Macedonian Revolutionary Organisa- 
tion, and especially of the disastrous rising of 1903, contains useful 
information. 

The book as a whole, however, is badly proportioned and shows 
lack of judgment and self-criticism. This is unfortunate, because the 
author is well equipped for stating clearly the Bulgarian point of view. 
Instead he has written something more like an appeal to emotion than 
to reason and historical facts. There is considerable variety in the 
spelling of place-names, and misprints are too frequent. The biblio- 
graphy is useful, especially for books in Slavonic languages, but is 
incomplete, since it lacks, for instance, works in Greek or Roumanian. 
The two impressions left by the book are pity at what can be done in 
the name of liberty and nationalism, and disgust at the cynical and 
brutal policy of Abdul Hamid. A. J. B. Wace. 


59. LA QUESTION DE MACEDOINE ET LA DIPLOMATIE EUROPEENNE. 
By Assen Iv. Krainikowsky. 1938. (Paris: Marcel Rivicre. 
8vo. 339pp. 50/7s.) 

No Balkan writer can write impartially about the Macedonian 
question, long the apple of discord between the States of South-Eastern 
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Europe, whose “ coveted land ”’ was that mixture of rival nationalities. 
The author, a Bulgarian, considers that all attempts to solve the 
question on ethnographic, linguistic or historic lines are fruitless; 
he prefers “autonomy to anatomy,” and proposes an independent, 
neutral, Macedonian State, a Balkan Switzerland, forming with the 
other Balkan States a Zollverein. This solution would scarcely satisfy 
the non-Bulgarian States, for he admits that Bulgarian statesmen 
advocated Macedonian autonomy as a step towards Union with Bul- 
garia. He ignores the fact that since the exchange of populations, 
Greek Macedonia is overwhelmingly Greek, the small Bulgarian 
element there being mostly at Florina. He omits to mention that 
Yugoslavia has an outlet on the Aegean at the “ Serbian free zone ”’ 
of Salonika. 

Like many foreigners, he ascribes Macchiavellian motives to British 
diplomacy, even to Grey. But, as English books are quoted in French 
or Serbian translations, he presumably does not know our language 
or psychology. The account of the birth of the revolutionary organisa- 
tion in 1893 and of the revolt of St. Elias-day 1903 is interesting. He 
concludes with tables of statistics of the various elements of the 
population; but, as the Warden of New College once said: “‘ Baikan 
statistics, like the figures in Herodotus, must be reviewed with caution.” 

WILLIAM MILLER. 


60. THE SYNDICAL AND CORPORATIVE INSTITUTIONS OF ITALIAN 
FascisM. By G. Lowell Field. 1938. (New York: 
Columbia University Press. London: P.S. King. 8vo. 209 
pp. 12s. 4d.) 

In his book Mr. Field gives an excellent analysis of Italian Fascism 

as a political system without any attempt at its evaluation as a 

working whole. It is a scholarly book, free from political bias, made 

vivid and readable by quotations of actual debates and points from 

conversations with Italians. He defines with precision the functions 

of the Syndicates and clears up a good many obscure points in regard 
to those elusive bodies, the “‘ Corporations,” which in time are to 
substitute the present Italian Parliament. The chapters dealing with 
collective labour contracts, paid vacations and provisions concerning 
the safeguarding of the worker in cases where a business changes 

hands are specially worthy of note. One wishes there had been a 

fuller account of the dopolavoro (leisure-time occupations) which 

forms a definite part of the syndical system and is one of the greatest 
achievements of Fascism. ANNA STURGE. 


61. THE PLOUGH AND THE SworD: Labour, Land and Property in 
Fascist Italy. By Carl T. Schmidt. 1938. (Columbia Uni- 
versity Press, Oxford University Press. 8vo. vii + 197 pp., 
bibl. $2.50, 12s. 6d.) 

Tuts work on a complicated subject has been compiled with much 
diligence. There is a wealth of statistics on every page. But neither 
statistics nor other documents tell the whole tale. In Italy, where 
the manner of cultivating the soil varies so enormously owing partly 
to the nature of the land and partly to immemorial custom (which 
can only be changed little by little), it is desirable to study on the 
spot the working of any particular system in order to pass judgment 
on it. Nearly half the population of Italy is rural. Whether the life 
of the peasant in terms of money has improved under Fascism is 
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uncertain, but there is no doubt that in North and Central Italy he 
is working under more orderly conditions, and his housing is steadily 
improving. The expenditure on rural housing between 1929 and 1935 
was 285 million lire. Mr. Schmidt considers this inadequate in 
comparison with the vast sums spent on land reclamation. But why 
compare the two? The housing is a matter of immediate necessity 
which in many cases requires little expenditure, whereas land 
reclamation must be done on a large scale in order to be profitable 
and will benefit future generations. Some explanation is necessary 
in regard to the ‘‘ dwarf holdings’”’ (24 acres and under). Many of 
these, particularly in Tuscany, provide a good living for the share 
tenant, the fertile soil yielding oil, wine and wheat together. The 
small mountain farms that produce sacramental wine and chestnut 
meal are also very profitable. Many other examples could be given. 
Mr. Schmidt seems shocked that there should be so many large estates 
in Italy. But here also there should be a word of explanation. In 
Central Italy and parts of the North these big estates are largely 
composed of share-tenant farms giving a comfortable living to large 
numbers of families. There is not the least doubt that Mussolini has 
remained a countryman at heart. ‘‘ Mussolini understands, he is one 
of us,” is a phrase one constantly hears in the mouth of the peasant. 
Mr. Schmidt, on the other hand, is a townsman, or he would not say : 
“The agricultural population of Italy is overwhelmingly proletarian 
in economic status if not in sentiment.” 

It is impossible to estimate the well-being of an Italian peasant in 
mere terms of money. Such factors as exchange of labour and barter 
of commodities do not always appear in the accounts, but are none 
the less important economic items. Another generalisation: at best 
the diet of the Italian working population—urban and rural—has been 
inadequate. In Italy there is a 2000-year tradition in food: bread, 
oil, wine, salad and fruit. Add to this either rice, dried beans or 
pasta, and meat twice a week on an average, and you have the staple 
diet of all but the very poor, in North and Central Italy. As a rule 
the food is excellently prepared and the cost infinitesimal. Mr. 
Schmidt’s book is well worth reading and contains much controversial 
matter. ANNA STURGE. 


62*. ITALIAN Fascism. By GaetanoSalvemini. [New People’s Library, 
Vol. XIII.] 1938. (London: Gollancz. 8vo. 94 pp. Is.; 
bound, Is. 6d.) 


This is a concise account of Fascism both in theory and practice. It 
deals with the constitution of the dictatorships, and the economics and 
foreign policy of Fascism, and portrays the situation in Italy at the 
present time. 


Les MAitREs DE LA FRANCE: Tome III—La Féodalité Financiére 
dans les Transports, Ports, Docks et Colonies. By Augustin 
Hamon. 1938. (Paris: Editions Sociales Internationales. 


8vo. 349 pp. 25 /rs.) 


M. Augustin Hamon plods his ponderous way through the jungle of 
** interests ”’ enveloping France’s Little Man. This is Volume III of the 
collection on Les Maitres de la France, the first two having dealt with 
finance proper (i.e., the banks) and the insurance and newspaper world 
respectively. The detailed analysis of individuals occupying the various 
vantage-points in the outworks of the fortress is something prodigious. 
Wi. H.C. 
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64*. ASPECTS JURIDIQUES DE L’ INDEPENDANCE ESTHONIENNE. By 
Gabriel Heumann. 2° édition. 1938. (Paris: Pedone. 8vo. 


169 pp. 35 frs.) 

Dr. HEUMANN’S book is an exposition of the creation and early 
development of the State of Estonia. The history of Estonia, one of 
the new states born on the territory of the former Russian Empire, 
abounds in most interesting features, which are thus summarised by 
the author: the Estonian national will at first contemplated only a 
simple autonomy, then at most membership of a federation, but under 
pressure of exceptionally favourable events—viz., a desire on the part 
of other states to intervene in the affairs of Estonia’s mother country, 
Russia, and to fight the Soviet régime—created a new State, which in 
the course of a very short time became independent, interventionist 
and even itself annexed foreign territories. 

Dr. Heumann studies in great detail this interesting phenomenon. 
His book is divided into three parts: (1) introduction, (2) transitory 
period of existence of the State before it is sufficiently stabilised, and 
(3) period of its definitive existence. 

In his Introduction the author reviews the various theories dealing 
with the legal creation of new State organisms, and refuses to attri- 
bute paramount importance to the fact of recognition by foreign states. 
In his view a new personality jure gentiwm is created by an independent 
public power effective within definite territories over a specified 
population. 

Having laid down these criteria, and having further subdivided 
the existence of a new State into a transitory period and a definitive 
period, the author acquaints the reader with a number of historical 
facts concerning Estonia, beginning with the Declaration of the 
Estonian National Council of November 28th, 1917, up to the Peace 
Treaty between Estonia and Soviet Russia signed on February 2nd, 
1920, which in the view of the author is the final step in the reaching 
by the State of Estonia of its definite stability, and its subsequent 
admission im 1921 to membership of the League of Nations. 

For the English reader of special interest are the remarks of the 
author concerning the premature recognition de facto of Estonia by 
H.M. Government on May 3rd, 1918, when in the author’s view no 
Estonian State able to be recognised was yet in existence. 

It seems evident that such a hurried recognition of Estonia was 
not due to a particular sympathy of H.M. Government to Estonia, 
but can be explained by the then-existing political situation created 
by the Bolshevik revolution in Russia. 

Whereas the facts on which Dr. Heumann relies and their legal 
aspect are of vivid historical interest, their exposition by and the 
language of the author sometimes lack the necessary clarity. In 
his desire not to leave anything untold, not to omit a single legal feature 
of the historical events of Estonia in the period under discussion, his 
reasoning is at times difficult to follow. This notwithstanding, his 
book is an interesting contribution to the history of the post-War 
states and to the legal problems of their creation. 

M. M. Wot_rFr. 


65. DENMARK IN History. By J. H. S. Birch. 1938. (London: 
John Murray. 8vo. xix + 444 pp. I5s.) 

Tuts survey of Danish history cannot lay claim to be original. 

Mr. Birch has been content to rely upon already published material. 
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But he has succeeded in presenting an accurate and readable account 
which should prove useful for non-Danes interested in the historical 
background of modern Denmark. 

The book follows conventional lines. The ramifications of the 
Schleswig—Holstein question are conscientiously traced from its be- 
ginning to the climax of 1920, when part of South Jutland was returned 
to Denmark. The careful reader will also find an interesting example 
of a treaty of mutual guarantee between Norway, Sweden and Den- 
mark as early as 1257. 

The book is most open to criticism at the beginning and the end. 
Mr. Birch seems to have ignored many recent discoveries relating to 
the Bronze Age and the domestic economy of the Viking period. The 
somewhat dull opening pages in no way reflect the fact that Denmark 
now possesses one of the richest collections on the Bronze Age in 
Europe. Secondly, the account stops abruptly in 1926. There would 
seem to be no reason why it should not have been carried down at 
least to 1933, when a new chapter in Danish history opened with the 
advent of the Hitler régime in Germany and the conclusion of the 
reciprocity treaty with the United Kingdom. K. V. BAILEY. 


66. Diz SCHWEDISCHE LANDBEVOLKERUNG UNTER DEM EINFLUSS DER 
INDUSTRIALISIERUNG. By Richard Linder. [Nordische Studien, 
Nr. 20.] 1938. (Greifswald: Bamberg. 8vo. 127 pp. 
Rm. 2:70.) 


Tuts is a study of the influence of industrialism on the agricultural 
population of Sweden. The author has collected a wealth of material 
from Swedish and German sources. Numerous maps, diagrams and 
tables illustrate such features as woods and forests, predominance of 
small holdings or large estates, internal migration of the population 
and fluctuations in the birth rate. Comparisons are drawn between 
the development in Sweden and other parts of Europe, usually 
Germany. The influence of soil and climate on the density of the 
population, situation, size and nature of industries, is adequately 
handled. 

In the eighteenth century excessive division of the land led to 
uneconomic farming units, growth of subsidiary industries, the creation 
of an agricultural “ proletariat ’’ and the emigration of the most 
efficient agricultural population either to towns or to the United 
States. 

The most interesting chapters are those dealing with growth of 
industry from 1850 to recent times. Intermingling of agriculture and 
industry, especially in the northern iron-ore and timber areas, persisted 
until late in the nineteenth century. Up to 1865 less than 12} per 
cent. of the population lived in towns. About that time emigration 
abroad began and by 1870 the yearly exodus was 50,000. It ceased 
early in the twentieth century. Between 1881 and 1890 the figures for 
internal emigration were 743 Swedes per 100,000 inhabitants, compared 
with 442 and 280 for England and Germany respectively. The level 
of agricultural wages exceeded that of industrial wages up to 1886. 
The State did little to stop the deterioration of Swedish agriculture 
at a time when the agricultural party was at its zenith. 

The reader gains the impression that the author has mastered his 
subject, and such a detailed, if somewhat dry, study of Swedish 
conditions should be a help to students of conditions in other countries. 

GEORGE FABER. 
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67*. LA GUERRE D’INDEPENDANCE DE FINLANDE, 1918. By J. O. 
Hannula. [Collection de Mémoires, Etudes et Documents pour 
servir al’ Histoire dela Guerre Mondiale.| 1938. (Paris: Payot. 
8vo. 206 pp. 30 /rs.) 

Many who know modern Finland and even have some knowledge 
of her pre-War history may yet have only hazy ideas of how she gained 
her freedom, among what multiple dangers; and may have wondered 
why so many senior officers bore the Iron Cross. The coherence of the 
liberationist movement, from the abolition of the Finnish Army in Igor 
and the Russian Great Strikes of 1904-1905, with their bitter reactions, 
up to the training in German Jager battalions during the War of the 
nucleus of Finland’s White Army, is well drawn out in this work. 
The parts played by Finland’s Grand Old Man, Senator Svinhufvud, 
President on his return from Siberian exile and lately re-appointed for 
a six-years’ term, and by that young pre-War Colonel of Russian 
cavalry in Odessa, Field-Marshal Mannerheim, stand out vividly against 
a canvas crowded but not confused. 

If a miracle plus von Kluck’s error saved us in the West in 1914, 
the same was true of the Whites in Finland in January 1918, practically 
unformed and unarmed as they were, with their Jagers mostly held 
in Germany.- The error was on the side of the Reds, who had every 
advantage. Mannerheim came like a breath of fresh air, chose the 
moment, and disarmed the Russian garrisons over a wide area, thus 
gaining arms and munitions, and a “ front ” grew up against the Red- 
held South. Defeat of the Reds and eviction of the Russians within 
four months was the miracle, and its tactics are admirably told and 
illustrated by good maps. 

Colonel Hannula, renowned historian and General Staff Officer, 
has written an excellent book, which has been admirably translated 
into French by Professor Perret of Helsingfors, while General Weygand’s 
introduction is a masterly and most interesting exposition. 

ARTHUR VIVIAN. 


THE MEDITERRANEAN AND NEAR EAST 


68*. WHOSE SEA? A Mediterranean Journey. By George Martelli. 
1938. (London: Chattoand Windus. 8vo. 308pp. 12s. 6d.) 


THE author of Italy Against the World knows his Italy; witness the 
last chapter of this lively book. Wisely, therefore, Mr. Martelli con- 
fines himself to the eastern basin of the Mediterranean—to the area 
about which Italians really mind—and discusses the conflict of Anglo- 
Italian interests without attempting to cover their western theatre, 
which is Spain. The journey mentioned in his title was made by land 
from Tunis to Syria, and he writes only of the territories which he knows 
at first hand. 

As a travel book his work is excellent; it soars above the usual 
run of such literature by reason both of its agreeable style and of its 
author’s political common sense. Its balance and lack of bias are 
admirable. But, apart from these assets, the scholar who weighs it in 
the balance will find it wanting. Mingled with the sound comment, he 
will discover a series of tiresome slips, due, no doubt, to the all-too-short 
halts which Mr. Martelli allowed himself in the countries he visited. 
Singly, most of the mistakes are too trivial to mention in a review, 
but it is to be hoped that few members of Chatham House would accept 
with equanimity the dictum that Syria gained independence in 1936. 
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What a pity that a writer who sums up the Italian outlook so ably 
could not have spent more time, and cultivated more local acquaint- 
ances, in Tunisia and Syria ! E. M. 


69. FRANCO-BRITISH RIVALRY IN THE POST-WAR NEAR East. By 
Henry H. Cumming. 1938. (Oxford University Press. 8vo. 
230 pp. Map. 8s. 6d.) 

STARTING with the dust cover, Mr. Cumming’s book offers two assets 
—the minor one, its very moderate price; the major one, its original 
choice of subject. The acid period of Franco-British tension in the 
Levant, which lasted from the outbreak of the Arab Revolt until 
about 1927, has never before enjoyed the luxury of an English book on 
its own. The conflict is not covered in full; the narrative does not 
reach the stormy climax during which a British Consul was accused of 
fomenting the anti-French unrest which ended in the bombardment of 
Damascus. Beginning with the distrust engendered by the secret 
War treaties, it covers the whole gamut of cantankerous dealings in 
which the British and French peacemakers indulged first in Paris 
and later in Constantinople, ending, appropriately enough, with the 
““ peace of lassitude’”’ which is the nickname given to the Treaty of 
Lausanne. 

Criticisms which emanate from a good American brain are always 
of interest to Europeans. Mr. Cumming’s English public would have 
benefited if he had not been quite so retiring—if he had spoken his 
mind outright, instead of leaving his readers to deduce what he thinks 
of Great Britain’s way of implementing her War promises to the Arabs, 
or of France’s shameless despatch of M. Franklin-Bouillon to treat 
with the “rebel’”’ Mustafa Kemal. The facts are all there; they are 
docketed, and footnoted to a useful host of authorities. But, sad to 
relate, the writer has contrived to denude them of any reflection of 
his own vigorous mind, or of the countless incidents—some dramatic, 
some comic, all revealing—which would have endowed his story with 
human interest and with the spicy Levantine flavours which he must 
have enjoyed as he prepared his material. ELIZABETH MONROE. 


70. LA CONFERENCE DE MONTREUX, 1937: L’ABOLITION DES CAPITU- 
LATIONS EN EGypTE. Par Aziz Fahmi. 1938. (Paris: Lib- 
rairie du Recueil Sirey. 8vo. 247 pp. 50 /rs.) 

THE greater part of this volume consists of a clear and reasonably 
comprehensive analysis of the agreements by which, in May 1937, 
Egypt negotiated her liberation from the restrictions previously im- 
posed on her legislative, judicial and fiscal authority by the extra- 
territorial rights of foreign residents. It is a pity that the proofs of 
a book on a subject in which precision of statement is more than 
usually essential should have been so carelessly read, but apart from 
this defect the analysis is accurate. The author is also concerned to 
defend the leaders of the Wafd against their Egyptian critics, and to 
appraise the attitude of European Powers to Egypt’s conquest of 
sovereignty; he pays a tribute to the relative disinterestedness of the 
French delegation at Montreux, but takes a rather jaundiced view of 
British policy. A useful but not a notable book. H. BEELEY. 


71*. LA TurguiE Passk ET PRESENT. By Marcel Clerget. i938. 
(Paris: Collection Armand Colin. Sm. 8vo. 207 pp. Maps, 
plans. 15 /rs.) 

Tus book shows clearly M. Clerget’s extensive first hand knowledge 
of his subject, for it contains a mass of accurate and detailed informa- 
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tion. The influence of geographical factors on the historical develop- 
ment is admirably demonstrated and the sections on agriculture, village 
life, the nomadic element of the population and the natural resources 
of the country are outstanding. One third of the book is devoted to 
economic conditions, and records the impressive results achieved to-day 
by State initiative, especially in the spheres of transport, industry and 
education. Agriculture, the basis of Turkish economic life, presents 
an urgent and difficult problem, and the author ably summarises the 
efforts already made to assist the peasants, while stressing the necessity 
of devoting to agriculture the official attention hitherto given to 
industry. 

Greater use might have been made of Atatiirk’s etymological re- 
forms. ‘‘ Kara Sou,” ‘“‘ Koutchouk Mendérés,”’ and then ‘‘ Ankara,” 
“‘ Bogaz Koy,” etc., in New Turkish are slightly confusing. 

RACHEL MAXWELL-Hys Lop. 


JEWS AND ARABS 


72*, PALESTINE DIARY (1923-1931). By Lt.-Col. F. H. Kisch. 1938. 
(London: Gollancz. 8vo. 478 pp. 18s.) 

“ PALESTINE—Anti-Sleep”” is an anagram quoted by Colonel 
Kisch which must seem appropriate enough to all those who, like the 
author, have held responsible positions in the affairs of Palestine 
since the War; and as this candid and often day-to-day record of his 
arduous activities during the eight years 1923-31 as Chairman of the 
Palestine Zionist Executive shows, he had to deal with and take decisions 
on a vast range of questions, each of which might have been sufficient 
to tax the resources of one man of ordinary abilities and each, moreover, 
with its own peculiar difficulties arising from the adjustment of at least 
three mentalities—British, Jewish and Arabic—in the grip of problems 
without a precedent. 

That ‘the reliability of Colonel Kisch as a witness is beyond 
question ’’ is vouched for by Mr. Lloyd George, who pays a tribute to 
his services as a soldier in the War and a diplomatist at the Peace 
Conference. 

The Diary shows that the author’s task throughout was threefold. 
First, to interpret the wishes and aspirations of the Jews imbued with 
the Balfour Declaration to an Administration some of the leading 
members of which admitted to him that they did not understand it ; 
some that they were “‘ bound to protect ’”’ the Arabs as the “less fit,’’ 
whilst a large number were definitely hostile, even anti-Semitic. 

At the same time, Colonel Kisch considered it equally incumbent 
upon him to interpret the mentality of the British officials to the 
Jewish community and to defend them and, indeed, even the Arab 
police when he considered they had been improperly attacked by men 
who had been brought to regard all Government servants as objects of 
mistrust. This thankless task he pursued unflinchingly and with great 
courage even in the midst of Jewish massacres in Hebron and Jerusalem 
in 1929. 

The third task of equal, if not greater, importance was to achieve a 
peaceful understanding and collaboration with the Arabs. A political 
basis soon proved impossible, and was followed by various suggestions 
for economic collaboration. Colonel Kisch does not conceal the fact 
that for many years the Zionists’ repeatedly expressed declarations 
in this sense were not sufficiently concrete, but what emerges clearly 
from his Diary is that all these efforts were nullified from the start by 
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the ex-Mufti of Jerusalem, whose appointment as President of the 
Supreme Moslem Council was characterised to the author by one 
High Commissioner as “ the worst thing that had happened to this 
country.” 

Severe strictures are also passed against the Administration for 
“throwing away the opportunity of bringing Jews and Arab representa- 
tives in a common Council ’’ in 1923, when wise consistent support of the 
Moderates, with whom the Zionists had already established excellent 
relations, might with patience have frustrated the ex-Mufti’s destruc- 
tive influence. 

“Two High Commissioners at widely different dates ’’ are blamed 
for thinking “‘ it inopportune for the Jewish leaders to take the initiative 
in a special effort to reach an understanding with the Arabs.” 

A brief postscript brings the narrative up to March 1938, and is 
followed by a useful Arabic and Hebrew glossary. 

The author hints that, in view of the terrorism, some entries 
which might have been dangerous to the persons mentioned have been 
omitted, but a little more pruning in the same direction might not 
have been unwise. G. A. STOLAR. 


73*. FULFILMENT IN THE PROMISED LAND, 1917-1937. By Norman 
Bentwich. 1938. (London: Soncino Press, 8vo. x-+ 246 
pp. 8s. 6d.) 

TWENTY years after the Balfour Declaration Professor Bentwich 
surveys the progress which has been made in Palestine under the 
British Mandate. The general reader will be grateful to him for 
assembling into a concise and connected story a mass of material not 
all of which is readily accessible. A particularly interesting chapter 
is that on ‘‘ Labour and a Living Socialism,”’ where attention is rightly 
drawn to the work of that remarkable personality, A. D. Gordon. 
The fulfilment with which Professor Bentwich is concerned is primarily 
the fulfilment of the Balfour Declaration, and in describing the develop- 
ment of the Jewish National Home, he deals with it mainly in its 
economic and social aspects as “‘a workshop of humanity.’’ For the 
work of the Palestine Administration he refers the reader to other 
authorities, though he does not omit to point out that “it was often 
overlooked by Jewish critics . . . that the British Administration and 
British policy made possible the remarkable immigration and develop- 
ment.” 

Professor Bentwich concludes his survey with a short discussion of 
Jewish-Arab relations. Writing before the Royal Commission’s 
scheme had been finally killed by the Woodhead Report and the recent 
White Paper, he expresses himself strongly opposed to partition, save 
possibly in the mild form of cantonisation, and in favour of a policy 
designed to lead up to the establishment of ‘‘a bi-national State 
looking to England as an ally for protection against external foes and 
looking to the adjoining Arab peoples for a confederation and economic 
union.”’ The Mandate would not, however, be terminated until 
“the League is satisfied that the two nationalities are fit for independ- 
ence.” Inthe meantime, Jews and Arabs would live together on what 
is rather vaguely described as ‘‘a basis of political parity.” As to 
immigration, the Jews might, for some period, ‘‘ renounce the full 
measure of immigration which economic circumstances would allow,’” 
though “‘ justice requires that there should be a substantial Jewish 


immigration.” 
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Professor Bentwich recognises, but perhaps under-estimates, the 
difficulty which might be felt even by Zionists of moderate views in 
agreeing that the mandatory régime should be ended on such terms as 
would require the Jews of Palestine to take their chance in a predomin- 
antly Arab independent State. LEONARD STEIN. 


74*. THE ARAB AWAKENING. By George Antonius. 1938. (London: 
Hamish Hamilton. 8vo. 471 pp. 15s.) 


THE author, George Antonius, had special knowledge of Arab 
affairs from personal contact with King Husain, Feisal, Emir Abdullah 
and other leaders. He assisted Sir Gilbert Clayton to conclude certain 
treaties with King Ibn Saud in 1925 and 1927, was awarded the C.B.E., 
and was for some years an official in the Palestine Government. He 
has written by far the most important book on the Arab Question, 
which gives the Arab as well as the British point of view. He submits 
his case fairly, even gently. 

Chapters I-VII define the Arab world and show how the Arab 
movement has grown in the last hundred years. New facts are dis- 
closed of Sherif Husain’s co-operation with Cairo, and of the start of 
the Arab revolt. He reminds us how extremely helpful this revolt 
was thought to be in 1915 and 1916 in a political sense, how it affected 
other than Turkish and Arab peoples, rendered the Caliph’s Jehad 
fruitless and how it frustrated Von Stotzingen’s mission. The military 
side of the revolt is more fully described in the Seven Pillars of Wisdom, 
but certain details have been amplified in this new work. 

The author’s account of the post-War settlement is worth reading. 
He shows that the Mandates were assigned, not by the League of 
Nations, but by the Supreme Council, Great Britain, France and Italy. 
The San Remo Conference disregarded the specific provisions of the 
Covenant, ‘‘ that the wishes of the population concerned were to be a 
principal consideration.”” He does not state how the Palestine Mandate 
was drafted and adopted, the wording of which has made it impossible 
to administer. He points out, however, that no Arabs were consulted 
as to the terms or conditions of the Mandate. 

He praises Anglo—Arab co-operation from 1921 to 1932 in Iraq, 
and gives an interesting though critical picture of the French Mandate 
in Syria, becoming more hopeful when he reviews French action of the last 
two years. Many points hitherto rather vague, due to biased informa- 
tion, have been brought to our notice. For instance, King Husain, 
with all his faults, had dignity, an obstinate honesty and many attrac- 
tive qualities in 1917; he could not suddenly become the villain or the 
half-wit he was made out to be in 1922. Antonius gives a fair picture 
which explains his position and makes him understandable and likeable. 
Again, Amin E] Husaini, now the Mufti, is mentioned as having toured 
the country in 1918 to recruit Arabs for the Allies and raised some 
z2000men. This is the only time the Mufti is mentioned throughout the 
book. 

The Palestine Question is, of course, the main feature ; it is treated 
in perspective with other Arab countries, which is clearly correct: since 
this question cannot bea local matter. We are shown that Arab claims 
include (1) the natural right of a settled population to remain in possession 
of the land of its birth, and (2) the political rights due to the Arab share 
in the overthrow of the Turkish sovereignty, which Great Britain is 
under a contractual obligation to uphold. He proves the compact 
with Husain from the MacMahon Letters published in full; the specific 
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promise of the late D. G. Hogarth in January 1918 made to Husain 
that Jewish settlement would not conflict with the political and 
economic freedom of the Arab people; the pledge of June 1918, called 
the ‘‘ Declaration of the Seven,” that the “future government of 
Palestine shall be based upon the principle of the consent of the 
governed,” and other declarations in some cases published for the first 
time in English. He is fair to the Jews and to the Balfour Declaration, 
but shows that the Zionists, apparently content with a ‘‘ National 
Home,” accepted it only faute de mieux ; while they intend, by steady 
effort and pressure, to convert that ‘‘Home”’ into a Jewish State; 
hence the trouble. He states that once the fact is faced that a Jewish 
State cannot be created without forcibly displacing Arabs, the way toa 
solution becomes clearer. 

He adds that it is for Great Britain, who has taken a lead in the 
work of charity at Arab expense, to turn to her Empire and to practise 
there some of the charity which she has been preaching; and for other 
countries also to make some of the sacrifices which Arab Palestine has 
been bullied into accepting. 

This is a well-written and most enlightening book, essential to all 
those interested in Near East affairs. It confirms and amplifies many 
points within our experiences in IgI5-1922, including the promises 
we made. 

I found only one misstatement, occurring on p. 16, “the tide... . 
found itself dammed.” S. F. NEWCOMBE. 


75*. PALESTINE: THE ARABS, THE JEWS AND THE PEEL REPORT. 
By W. S. McCullough. (Reprinted from The University of 
Toronto Quarterly, vol. VII, No. 4, July 1938, pp. 468-487.) 

76. WHAT BRITAIN MAKES OUT OF PALESTINE. By Israel Cohen. 
(Reprinted from The Jewish Chronicle, July 29th, 1938. 5 pp.) 

THE main interest of Mr. McCullough’s pamphlet lies in his personal 
impressions derived from a recent visit to Palestine. While acknow- 
ledging that ‘‘ any unbiased observer of Zionism in Palestine to-day 
is bound to admit that it represents some of the best constructive work 
of modern man,” he is struck by the failure of the Jews to make them- 
selves acceptable to the Arabs, and fears that they “have not yet 
learned to treat Arab nationalism as seriously as they treat Jewish 
nationalism.”’ For the rest, Mr. McCullough covers familiar ground, 
and has nothing very much to add to what is already well known to 
students of the subject. 


Mr. Cohen’s pamphlet—its title is not, perhaps, very felicitous—is 
designed to show that, from a purely financial point of view, Great 
Britain has benefited by the development of Palestine under a British 
Mandate. In support of this contention, he points out that Great 
Britain has had a large share of the growing trade of Palestine, which 
between 1920 and 1937 took goods from the United Kingdom to an 
aggregate value of nearly £29,000,000. Among other items on the 
credit side are mentioned the British income tax paid, and the British 
plant and equipment purchased, by various concerns operating in 
Palestine, and the return on loans made to Palestinian under- 


takings by British Banks and Insurance Companies. 
LEONARD STEIN. 














| on onl. ae ee ee ee ee eee 





1939] INDIA 293 


77*. THE JEW AND His NEIGHBOUR: a Study of the Causes of Anti- 
Semitism. By James Parkes. New and revised edition. 
1938. (London: Student Christian Movement Press. 8vo. 
182 pp. 3s. 6d.) 

THIs is a new and revised edition of a work first published in 1930. 
The subject is one on which Dr. Parkes has shown himself well qualified 
to write, and in this compact little book he summarises his views for 
the benefit of a wider circle than that which he usually addresses. In 
his treatment of a rather difficult subject he shows his usual sanity 
and poise and a refreshing freedom from cant and humbug. Though 
his approach to the Jews is sympathetic, he is not an advocate, but an 
expositor, and while he has nothing but contempt for mere vulgar 
anti-Semitism, he is not concerned to show that the Jews are always 
right. What does concern him is the truth as he honestly sees it, 
without regard to the convenience either of the Jews or their detractors. 
Much the most valuable part of his book is his rapid but illuminating 
survey of Jewish history since the Dispersion, which he rightly regards 
as an indispensable background to any serious study of the Jews and the 
problems which they present both to the rest of the world and to them- 
selves. 

Admirable as is Dr. Parkes’ analysis of those problems, his construc- 
tive suggestions are less satisfactory. He draws a correct distinction— 
though he draws it, perhaps, a little too sharply—between the 
“‘ Nationalist ”’ and “‘ Assimilationist ’’ views of the Jewish future, 
but he seems to see objections to both without suggesting any middle 
course or third alternative which will satisfactorily regularise the 
Jewish position. This is indeed a mark of the same uncompromising 
honesty which distinguishes his book as a whole; as he himself frankly 
explains, he suggests no short cut because (like the Jews themselves, 
or most of them) he can see none. What Jews most ardently desire 
to know, and what no one ever manages to tell them, is what precisely 
they are expected to do to put themselves right with the world. On 
one point at least every Jew will fervently agree with Dr. Parkes: 

What makes it impossible to cope with the present difficulties is the automatic 
presumption that it is the Jew who is in the wrong, and still more that, because of 
a particular grievance which may be perfectly justified in a particular situation, 
all Jews are equally in the wrong about it. It would already be an enormous 
change if only those Jews were accused of a particular action who were actually 
concerned in it. LEONARD STEIN. 

INDIA 
78. INDIAN STATES AND THE NEW RécimeE. By Maharaj-Kumar 
Raghubir Sinh. 1938. (Bombay: D. P. Taraporevala and 
Sons. 8vo. xxvili-+ 469 pp. Ks. Io.) 

TuHIs work comes from the pen of the heir-apparent of one of the 
smaller States in India, Sitamau. The writer endeavours to show the 
necessity for joint action on the part of the Princes as the representatives 
of Indian India threatened by many dangers. He contends that during 
the last century the Government of India, by means of the doctrine of 
Paramountcy, made many inroads into the sovereignty claimed by the 
Indian States. Internally their subjects were influenced by political 
movements originating in British India which regarded the States as a 
barrier to complete self-government. The only way out of this difficulty 
was found by the creation of a federal constitution to include both 
British India and Indian India, and this solution was largely assisted 
by the creation of a Chamber of Princes. By November 1930 the 
Indian Princes had gained a very commanding position as saviours of 
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the Empire and Indian patriots, but subsequently disunity within their 
ranks has neutralised this advantage, and the prestige and strength 
of the Chamber of Princes have suffered. This is largely due to the 
jealousy between the “ big” and “ small’ States, and the author 
finds fault with the latter, though he is himself connected with a ‘‘small”’ 
State. Various suggestions are made to give new strength and vigour 
to the Chamber. Sir C. P. Ramaswami Aiyer, well known as a Liberal 
politician and Dewan of a progressively minded Indian State (Travan- 
core), has written a foreword. The book is a readable one and should 
be in every library. H. S. CHATFIELD. 


79. CONGRESS RULE IN INDIA. By Horace G. Alexander. [New 
Fabian Research Bureau Pamphlet No. 39.) 1938. (London: 
Gollancz and New Fabian Research Bureau. 8vo. 31 pp. 
6d.) 

This pamphlet shows the recent developments in India under Con- 
gress rule. The tone is highly optimistic except perhaps as to the 
Bombay Presidency. Fa: S5C, 


FAR EAST AND PACIFIC 


80. WAR DAMAGE IN THE NANKING AREA: DECEMBER 1937 to MARCH 
1938. Urban and Rural Surveys. By Dr. Lewis S. C. Smythe. 
Published on behalf of the Nanking International Relief 
Committee. 

It is unfortunately becoming a platitude that civilians suffer more 
than armies from modern warfare; for this reason an examination of 
actual war damage to civilians is most timely. The accident that 
there was in Nanking a body of trained scientific observers, is the cause 
of the present survey—a survey made on the spot and at the time, 
and by men who had, from previous flood inquiries, and intimate 
knowledge of the field. 

The survey supported by statistical tables, with a detailed statement 
of the method of collection, sets out the damage to life and property 
in Nanking and the surrounding rural area. The object of the survey 
was two-fold: to guide existing and future relief measures, and to study 
the ravages of warfare among civilians; it is unusually objective, ¢.g., 
an attempt has been made to evaluate destruction between Japanese 
and Chinese troops. One can only hope that further studies both of 
relief measures and the effects of irregular warfare will follow. 

In a short review it is not possible to summarise the findings. 
Outstanding—the rate of loss of life in the hundred days studied was 
comparable to that of the 1931 floods, with this difference: in 1931 
old people and children were lost, in 1937-8 wage-earners. The average 
income of people left in Nanking has fallen to 11 per cent. 4000 
men civilians have definitely been traced as missing after the occupation, 
presumably killed; this out of an enumerated total of 250,000 people. 
The number of widows and fatherless families can be imagined. In 
the rural areas the losses have been magnified by the callous indifference 
of what authorities there are. 

The whole pamphlet is worth study not only by all interested in 
China, but by students of modern war. », W. P 
81*. AMERICAN FAR EASTERN POLICY AND THE SINO—JAPANESE WAR. 

Edited by Miriam S. Farley. [Studies of the Pacific, No. 1.] 
1938. (New York: American Council, Institute of Pacific Re- 
lations. 8vo. viii+ 7I pp. 50 cents.) 

Tuis is the first of a series of studies of the Pacific to be issued by 
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the American Council of the Institute of Pacific Relations. It is a 
report of seven conferences held under the auspices of the American 
Council during the spring of 1938 with the object of developing an 
informed American public opinion upon Far Eastern issues. The 
discussions ranged over the existing conflict and its possible results; 
the effects upon American interests, the choice of policies which con- 
fronted the United States and the part she might play in post-war 
reconstruction. The method chosen is a novel and valuable approach 
to the Far Eastern problem, and the American Council is to be con- 
gratulated on having made the results available in published form. 
Miss Farley has produced a clear and well-arranged summary of the 
proceedings. 

While serving a specifically American purpose, the report is of 
general value for the light it throws upon the views held by influential 
groups in the United States. Readers in the United Kingdom will find 
interest, and some entertainment, in the comments on British policy. 

F. C. JONEs. 


82*. CHINA AND JAPAN. (Information Department Papers, No. 21.) 
Second Edition, Revised and Enlarged. 1939. (London: 
Royal Institute of International Affairs. New York: Oxford 
University Press. 8vo. I5I pp. 2maps. 2s. 6d. To mem- 
bers of the Institute, Is. 6d.) 


THE year which has elapsed since the original appearance of China 
and Japan was crowded with events of outstanding importance in the 
Far East, and the main purpose of the new edition is to add a sum- 
mary of these and of the situation arising from them. The account of 
the Sino-Japanese hostilities has been completely rewritten and ex- 
tended to cover the operations leading to the fall of Canton and of 
Hankow, and, in addition to an outline of the League activities in 
respect to the Far East, there is a section on the attitude of the United 
States and of the principal European Powers. Other new material is 
included en internal developments in Japan; the growth of national 
unity in China; Japanese pronouncements on the ‘new order’’ in 
Asia; and the situation at Shanghai during 1938. The additions to 
Part III, on economic factors, show the effect of the war on the Japanese 
budget and national debt, the Chinese Maritime Customs, trade and 
other foreign interests 


83*. PROPAGANDA FROM CHINA AND JAPAN. By Bruno Lasker and 
Agnes Roman. 1938. (New York: American Council of the 
Institute of Pacific Relations. 8vo. xiv +120 pp. $1.50.) 


PROPAGANDA literature is described by the authors as literature 
that is intended to give a particular line to the thinking of the persons 
to whom it is addressed with a view to persuading such persons to 
take up a particular attitude or adopt a particular line of action; 
and in order to safeguard good Americans from being thus fooled, 
the authors have made a critical examination and analysis of a sample 
of war-time literature—namely, the Chinese and Japanese propaganda 
literature that reached the United States during the last six months of 
1937. They divide the material into propaganda in information 
and propaganda to affect attitudes. In the former division they note 
that there is now less reliance on the downright lie. In the latter 
division they record appeals to material interests, appeals to political 
attitudes, such as Japanese propaganda about the Monroe Doctrine, 
appeals to social attitudes such as propaganda about order and progress, 
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conciliation not force, atrocities and so forth and finally appeals for 
or against specific action which are found in Chinese but scarcely at 
all in Japanese propaganda. 

In the examples of propaganda quoted the Chinese generally have 
much the best of it. They have much the better case to plead and 
in the art of under-statement they have nothing to learn. Occasion- 
ally, however, they slip up. One quotation talks about fighting to 
“free the Japanese from military oppression,” which, of course, is 
merely silly, and another consists of mere abuse. The Japanese 
propagandist who talks about the Monroe Doctrine is gravely handi- 
capped by the difficulty of explaining why, if the Chinese are to be 
protected by a Monroe Doctrine, it is necessary to begin with a war 
on China. Similarly the Foreign Affairs Association of Tokyo give a 
sober and impressive account of the rising tide of anti- Japanese feeling 
in China in the years 1935-7, but are unable to explain the cause 
of this sudden crop of outrages after the two halcyon years that had 
gone before. 

It seems that “‘ lambast ”’ is a word that is now admitted in learned 
theses on the other side of the Atlantic (page 96). Will Mr. A. P. 
Herbert please note? 3. 2. PRATT. 


84. WHEN CHINA UniTEs: A History of China’s Struggle for National 
Independence, 1840-1938. By Harry Gannes. 1938. (Lon- 
don: Dent. 8vo. vii-+ 276 pp. 8s. 6d.) 

85. Paciric SCENE. By Harry Greenwall. 1938. (London: Nichol- 
son and Watson. 8vo. v-+30I pp. map. 8s. 6d.) 


Mr. GANNES’ strong political prejudices lead him into some rather 
absurd exaggerations and inaccuracies. He misrepresents the real 
purpose of the Nine Power Treaty, which was to proclaim the end, 
once for all, of the so-called ‘‘ gunboat policy ” in China; and he ought 
in fairness to have recorded Sir Austen Chamberlain’s spontaneous 
offer to China in 1926-7 to surrender all British privileges in China, 
the sincerity of which was immediately proved by the surrender of 
our Concessions at Hankow, Kiuiang and Chinkiang. But this 
said, one gladly pays tribute to the valuable mass of material which 
Mr. Gannes has collected, and set out most lucidly and interestingly, 
on the growth of a united national feeling in China. Nothing could 
be more ridiculous than the Japanese pretence that Nanking deliberately 
fomented the anti-Japanese feeling in China. It was the Chinese 
people who, of their own volition, decided that Japanese aggression 
must be fought, when powerful elements in Nanking were still for 
compromise. Mr. Gannes truly observes that Japan needs in China 
not only a military but a political victory—a defeated and docile 
government ready to “deliver the goods’”’ and act as tributary to 
her. That is just what shecannot get. All her bombings and bayonets 
cannot persuade the Chinese of her benevolence. They only cluster 
the more obstinately round General Chiang Kai-shek. 





For those who have not followed the course of Japan’s ambitions 
Mr. Greenwall supplies a breezy, though somewhat superficial account. 
The most interesting part is the biographical sketch of the “‘ mystery 
man ’”’ Marshal Bliicher, creator of Russia’s formidable Far Eastern 
Army; and the estimation of the prospects of a Russo-Japanese war ; 
in which the author allows Japan more chances than most writers 
do. The description of America’s long manceuvres to check Japan is 
also interesting, though it makes one wonder all the more why the 
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United States has now almost pointedly dissociated herself from the 
fate of China, whom for so many years she had paraded as her pet 
protégée. O. M. GREEN. 


86. LA CHINE CAPITALISTE: Problémes et Documents. By Maurice 
Lachin. 1938. (Paris: Gallimard. 8vo. 304 pp. 30/fs.) 

IT was without any doubt the remarkable progress made by China 
towards political unification and economic rehabilitation that decided 
Japan to strike in the summer of 1937 and destroy this new China before 
it had become too powerful. The spectre that haunted the Japanese 
was an efficiently industrialised China that would compete with 
Japanese industry instead of providing a market for its products and 
a politically unified China that would menace Japan’s hegemony in 
East Asia. Working backwards from this situation, Monsieur Lachin 
has constructed a theory which he thinks accounts better than any 
other theory so far devised for the present Sino-Japanese hostilities. 
He draws a picture, in terms of Western political ideology, of China’s 
struggle to become a capitalist state : the bourgeoisie enlist the support 
of the masses to make a revolution against their twin enemies, military 
feudalism and foreign capitalism, which between them had reduced 
China to the status of what Sun Yat-sen called a ‘‘ hypo colony.” 
Sun Yat-sen’s rdle was to create the Kuomintang and rouse the masses 
and Chiang Kai-shek’s is to command the bourgeoisie armies. The 
success of both is due to the backing of the Soong clan, the leaders of 
the industrialist-banker bourgeoisie. And this brings into being the 
capitalist China that Japan is determined to destroy. 

Though there is an element of truth in this theory, it takes no 
account of the deeper currents of political evolution in both China 
and Japan and the deeper causes of the conflict between the two 
countries. Russia, for example, is hardly brought into the picture 
at all, and capitalism had nothing to do with Japan’s earlier adventures 
on the mainland of Asia in 1894 and 1907, in Korea and Manchuria 
respectively. In spite of its somewhat naive over-simplification, the 
theory is useful as a key to the interpretation of events in China during 
the last dozen years, and Monsieur Lachin has much that is interesting 
to say about Chiang Kai-shek and his rise to supreme power, about 
Red China, the Kuomintang, agrarian and Labour problems and the 
various phases of Japanese aggression. It is all coloured, however, 
by the same characteristics as the theory itself. The Anglo-Japanese 
alliance, for example, enabled England and Japan to establish a 
co-dominion over China; and again, Japan made a great mistake in 
not declaring war in 1931, for at the end of a victorious war she 
could have annexed as much of China as she wanted and “ aurait pu 
se consacrer entiérement a la defense et a l’exploitation du territoire 
conquis.”” How this is to be reconciled with the Capitalist China theory 
is not explained. Attention may be drawn to the quotations in Chapter 
XVI from press articles by Monsieur Ariyoshi which throw much light 
on the constitution of the Nanking Government and the position of 
Chiang Kai-shek. Jo3 PRT. 


87. RETREAT OF THE WEST: The White Man’s Adventure in Eastern 
Asia. By No-yong Park, Ph.D. 1937. (Boston: Hale, 
Cushman and Flint. 8vo. xiv + 336 pp. $3.00.) 

88*. WHAT WaR MEANs: The Japanese Terror in China. Edited by 
H. J. Timperley. 1938. (London: Gollancz. 8vo. 288 pp. 
7s. 6d.) 

THE theme of Dr. Park’s book is that the West, once partly con- 
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quered by Attila and Genghiz Khan, turned the tables on the East in 
the nineteenth century, and now is again falling back before the Eastern 
resurgence. It is a suggestive but uneven book, sometimes remark- 
ably broadminded, at others rather crudely biased. There are several 
inaccuracies: for instance, Dr. H. B. Morse was an American, not 
English ; and the retreating Chinese northern troops did not attack 
the foreign Settlements at Shanghai in 1927, nor were they “ repulsed 
by foreign troops’’; the defence force that year never fired a shot. 
And when Dr. Park laments that other countries have not emulated 
America’s Philippine policy, one wonders whether he has ever heard 
of Great Britain’s return of South Africa to the Boers within five years 
of the war, of the Government of India Act, and of the complete 
independence of the Dominions. Incidentally, he gives a cynical 
account of the keen sense of self-interest which underlay America’s 
declaration of the “ open-door”’ principle in China. The book con- 
tains a very readable account of Chinese history since the Revolution. 
Dr. Park sees clearly that China’s failures have been due to the lack 
of “‘ such unselfish loyal leaders ’’ as Japan found in the Meiji Revolu- 
tion. But of Japan to-day he says truly that she has “copied the 
shortcomings, not the virtues of other nations.”” Summing up his 
survey, Dr. Park wonders whether the retreat of the West may not 
be a prelude to a far happier state of equal, friendly co-operation with 
the East. Certainly that is what all the wiser men of the West were 
working for when the war with Japan broke out. 


During the Allied Expedition to the relief of the Peking Legations in 
the Boxer year, no troops behaved better than the Japanese. Why 
have they now degenerated so terribly in decency and discipline? 
When Mr. Timperley’s despatches to the Manchester Guardian de- 
scribing the Japanese atrocities in Nanking were refused by the Japanese 
censors, he obtained and has here published the diaries kept by some 
of the devoted foreigners who stayed on in Nanking and strove—how 
vainly against the inertia of Japanese officers and officials—to protect 
the helpless Chinese. Stories of war atrocities are usually discounted. 
These unfortunately cannot be. Other records, also by first-hand 
observers, are included; while unimpeachable evidence from all over 
the occupied areas tells the same sickening story of looting, burning, 
rape and murder. It is almost too horrible to read, but it should be 
read by all to make the world realise the wicked hatefulness of war. 

O. M. GREEN. 


89. SBORNIK ZAKONOV I RASPORIAZHENII MANCHZHUDIGO. (Laws 
and Regulations of Manchukuo, Parts 1-6.) 1937. M. Ogusi. 


Tuts Russian translation of the laws and regulations of Manchukuo 
appears to cover the ground more completely than anything that has 
yet been published in English. The six parts already issued include 
all legislation up to 1937, and supplements are in preparation. The 
system of the Kingly Way on which the laws are based presupposes 
abandonment of economic liberalism, and the programme of economic 
development on ‘‘ modern lines” is set out in Part I. Parts IV 
and VI contain the new criminal and civil codes respectively; the 
criminal code is practically the same as that of Japan, although the 
laws against sedition have been made more severe; “‘ foreign 
States may be quite easy about its adoption, as the penalties for 
culprits are much the same as in other cultured countries.” The 
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civil code is also that of Japan, which is based on the Austrian code of 
1895. 

The translation has been made by M. Ogusi, an interpreter in the 
Harbin courts, and is designed primarily for the use of the many 
émigré Russian lawyers practising there, though in the introduction 
the hope is expressed that it may serve to promote friendship between 
the U.S.S.R., Japan, and Manchukuo. It is a little difficult to see 
how this may be when one observes in the section on press laws that 
all Soviet newspapers are forbidden. BARBARA MILLER. 


UNITED STATES 


go*. THE RISE OF ANGLO-AMERICAN FRIENDSHIP. By Lionel M. 
Gelber. 1938. (Oxford University Press. 8vo. 292 pp. 
16s.) 


THERE is now in existence and in process a very great amount of 
research on American diplomatic relations and particularly on British— 
American diplomatic relations. In this latter subject the period 
1898-1906 is recognised as especially important. Mr. Gelber’s work, 
which is beautifully printed and produced, is very thorough and is 
fully referenced. Although learned and complete, it is pleasantly 
written and easy toread. It seems to be written from the point of view 
of one who is temperamentally favourable to the idea of British— 
American friendship and co-ordination, perhaps even co-operation. 
There is, however, a refreshing absence of dogmatism and there is no 
sentimentalism at all in the work. 

The author starts with 1898 as beginning a “‘ New Course ”’ in 
British-American relations, when John Hay was ambassador at the 
Court of St. James’s. He does not, however, attribute any specially 
dynamic or decisive effect to Hay’s diplomacy or personality, though 
he does not depreciate Hay’s influence. The outstanding event in 
United States history in 1898 was the Spanish-American War, which 
promoted or coincided with a strong growth of American Imperialism. 
The British Government and a good number of the British people were 
sympathetic to the Americans in this crisis, and the basis of an informal 
understanding between the British and United States Governments 
was made. ‘The rise of the German Navy from the year 1898 had con- 
siderable influence not only on British opinion but at any rate on official 
opinion in the United States. 

The “ new spirit ’”’ which the author correctly discerns in British- 
American relations in 1898-1900 could not be developed or made 
permanent until the outstanding disputes or causes of dispute were 
dealt with. The chief grounds for controversy were the Clayton- 
Bulwer Treaty of 1850 which gave the British Government a right to 
participate in the construction of a canal across the Isthmus of Panama, 
and the Alaska frontier which, after the discovery of gold on the 
Yukon, was an object of great concern and interest to the Canadians. 
For some years, accordingly, the rapprochement was in suspense, but by 
1907 the controversies had been settled, not altogether to the satis- 
faction of the British, but anyhow settled, though a few years later 
there was to be some trouble over the Panama Canal Tolls question. 
Mr. Gelber deals with those questions sympathetically and fairly. 
He shows how, as the result of improved diplomatic relations and the 
clearing away of controversy, there was even developed between the 
two Governments, especially in the Far East, something approaching 
British-American concert. The detailed narrative is brought down 
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to the middle of Roosevelt’s second Administration. This book can 
be cordially recommended to all who have any interest in British—- 
American relations. R. B. Mowat. 


gi. ONLY YESTERDAY: An Informal History of the 1920’s in 
America. By F.L. Allen. 2 vols. 1938. (London: Penguin 
Books Ltd. 8vo. 503 pp. 6d. each vol.) 


Mr. ALLEN’s book was first published in 1932. Most readers were 
by then aware of the change in American prosperity, but nobody in 
this country or in the United States realised how serious and prolonged 
the economic collapse in the United States was to be. In 1932, and 
still more in 1933, many associated the economic collapse of the 
’thirties more or less directly with the gangsterism and other in- 
congruities of American life in the ’twenties, so vividly described by 
Mr. Allen. 

It is well that Mr. Allen’s book should be republished and re-read 
to-day. We can now get a better perspective. The War loosed 
many anchorages of American life. And the incongruities described 
by Mr. Allen were symptoms of consequential moral drift. But 
democracies, unlike autocracies, can afford to recognise mistakes and 
retrace their steps. And America is finding, perhaps slowly and pain- 
fully, new and safer anchorages without sacrificing liberty of speech 
or conscience. C. WALEY COHEN. 


92*. THE GROWTH OF THE AMERICAN REPUBLIC. By S. E. Morison 
and H. S. Commager. Revised and enlarged edition in 2 
volumes. Volume I, 1763-1865; Volume II, 1865-1937. 
1937. (New York and London: Oxford University Press. 
8vo. Maps, bibl. Vol. I, xvi + 702 pp., 25s.; Vol. II, xvi + 
695 pp. 15s.) 

HERE is history at its most fascinating. The authors have re- 
written the first edition of this work and turned it into two large 
volumes which do, indeed, constitute a record, in the textbook sense, 
of the political development of the United States, but are also something 
very much more. Ideas and personalities, scientific progress, social 
development, are welded together to make a book which cannot fail 
to be of value both to the student and to the general reader. The 
present reviewer is not competent to judge its accuracy of detail, but 
would hazard a guess that its critics are likely to be those who, dis- 
liking the authors’ method or point of view, deliberately set out to find 
weaknesses. The book is illustrated by many excellent and interesting 
maps and charts. 


93*. THE STUDY OF INTERNATIONAL RELATIONS IN THE UNITED 
STATES: SURVEY FOR 1937. By Edith E. Ware. 1938. 
(New York: Columbia University Press, for the American 
National Committee on Intellectual Co-operation. Jondon : 
Humphrey Milford. 8vo. xxvii+ 540 pp. 17s. 6d.) 

A comprehensive survey of every aspect of the study of international 
relations in the United States. Research organisations: university and 
school curricula : adult education : religious education for peace: methods 
and channels of contact: under these broad headings, with many sub- 
divisions, is here collected a vast amount of information regarding 
organisations and their work. 


94*. AMERICAN FOREIGN Poticy. By P. E. Corbett. Reprinted 
from The University of Toronto Quarterly, Vol. VII, No. 2. 
January, 1938, pp. 209-227. 











